DIVISION OF AGRICULTURE REGULAR MEETING MINUTES
DAIRY INDUSTRY - AD HOC COMMITTEE October 31, 2006
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Mr. McLaren (Mac) C. Carter, Board of Agriculture & Conservation
Mr. Wesley E. Eckert, Darigold (retired)
Mr. Ernie Hall, Alaska Furniture Manufactures
Mr. Paul Huppert, Palmer Produce
Mr. Don Lintelman, Northern Lights Dairy
Mr. Rex Shattuck, Aide, Rep. Mark Neuman
Mr. Mark Neuman, Alaska State Representati
Mr. Joseph Van Treeck, Matanuska Maid
Ms. Gail Phillips, Business
Mr. David Wight, Business
Mr. Ken Sherwood, Alaska Mill & F
Ms. Ginger Blaisdell, Aide, Senat

Support Staff in attendance were:

Ms. Rhonda P. Boyles, Chai
Ms. Candy Easley, Loan Offi
Ms. Rachael Petro, Special Ass
Ms. Tina Bosela, Secretary, DNF

ice Agency
of Natural Resources & Ag. Sciences

with*™d at | think that was on the Web but we have
i the committee that we did at the University

bout a year ago.
Rhonda Ba . The interesting part of that report is some of the
comments by the public and | think it might be good of us to go back and take

another look at them.

Carol Lewis: There were two listening sessions that went along with that
over about 100 people responded. | think that is a real value.

Rhonda Boyles: How is Seattle a little warmer than Anchorage right Wes.
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Wes Eckert: A little bit.

Rhonda Boyles: Good for you. Coming from the interior | always forget
this wonderful slush they have in Anchorage we don’t deal with that in
Fairbanks. Are we missing anybody? Yes, Dave Wight that is it right and he will
be along eventually. | suspect and | invited all of you. If you didn’t see Chad'’s
response thoughts as to what | wrote back and forth with Chad a little bit. 1 am
hoping he comes today because | think the federal piece of this is really
important. Okay, before we get started | want to make to share with you a 40
minute meeting that | had with the Senator’s staff. But are running
together so | can’t tell you it was last week | think when@we finished up here some

point anyway.

In summary | kind of we talked a little bit ab e you are going to
love me for this but | suggested and | think you re about this |
don’'t know they seem to be very responsive tofit. iti se it is the
only idea they has at that time but, | thin i jInto Mat
Maid taking that cheese processing into I i oint is
probably a good idea and they could use acco staff some©f the money
available from Chad $650,000 that could be use buy some equipment, cheese
making that you might need in th ould have to put that
little package together. Um, if you | bad talking about
him and he is not here but, | wantet i his and that |
thought maybe absorbing him into t ing his face beyond the
cheese that is his cheese i i ' ’ 2riod because regardless of
what happens persoqg ire smart enough to know
that going throug a half million is liquidated for
$300,000 he is g6 0P0 and IRS is going to eat his lunch
that very well could he a_compassionate move which is what the
Senator’s copeerned abo absorb him into the Creamery give him

a couple i i some income that kind of thing. That
was Si i do_how can we work this out to make sure that

the assionate. So we went on then to talk about
the produce fede ns and Chad'’s situation and every body in the
State incl r needs to step up to that plate. So | think in the best
interest of the assuming we want to protect it somewhat and let it

whomever gets th port that the State has an obligation. | think from what |
heard if the SenatQF sees an obligation on the part of the State that he will go
back and try to support the industry federally also. In the meantime it was made
very clear to me they do not want to do away with the dairy industry. In other
words what | heard was position the industry as much as possible for success
not demise. So | came away with that message very clear and which is why |
kind of wrote some of the statements that I did.

Now we had a lot of information, we had a lot of opportunity to talk and
now are just going to be round table ladies and gentleman because we need to
come up with some substance to the comments. Candy and Carol | think you
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need to shove yourself right up here to these chairs and be part of this working
session, because Lora is not here and we have to reference some documents | will
look to you for help. | felt that the work that | did was not substance enough. |
think we need to put some numbers to it, but that is my spill. Tell me what you
are thinking?

Wes Eckert: | agree with that.

Rhonda Boyles: That is wasn’t substantive enough?

Wes Eckert: What | was looking for in that, let
wasn'’t going to involve myself to much because you

ust, | promised |
e State of Alaska

would not require people to plow through
our responsibility to boil it down into fac
four legs to this chair and just simply on a on alNust say theése are what
sentations and papers we
have gotten have been outstandin@ys lot of information there is
a lot more questions that | have. B 7 i ne,side of the ledger we
have to come up with these are the [ t about all four of
these things and again the goods ana ( 1 ould clearly indicate
that this is where this thing is headed i e. We have talked about
this before and | am Jiots the other side of the ledger
just say we want t@fperpetus isi st (indiscernible) that this is the price
hite and | understand this is difficult
. It just kind of still is floating

ow no more than one page of pluses and minuses
mber on the left. Just about that simple

Rachael has on he p top. So | think we just start and move forward. Before
we go there did yoy'get the suggested report structure? Do you want to knock
that around a little bit and mark it up?

Ken Sherwood: | don't think I got that.

Wes Eckert: It was page one of what they sent us.

Rachael Petro: It was the first attachment.
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Rhonda Boyles: It was the scope of work and the scope of work was just
so that they all would know that we have a plan regardless of what the outcome
was we have a good plan. The participants because you all are very credible and
| think the report recipients need to see that. | don’'t need the agenda(s) other
than that since we have the structure, a copy of the letter from the Governor and
the Commissioner | think that is appropriate and probably the Commissioner
what.

Rachael Petro: Could | make a suggestion. | would j
those things be enclosures and like Wes was saying you
pages for the recommendation. If they want to dig thr.
but those could all just be enclosures.

t suggest that all
at a couple of
the scope and them,

Rhonda Boyles: Right | don’'t have a pro I a reference
point and um | think we need to attach some
choice the Godfrey report because you kno s u are from
Seattle and you are probably going to be i n this
room.

Wes Eckert: Well.

Rhonda Boyles: That is just | ‘ ink i ska. The Godfrey
report | think was substantive as wel 0

Wes Eckert:

Rhonda BOy then one pageseach as Wes said pros and cons

the last 't ad you know. Obviously in that short period we
don’'t know e is to know either but, that is what needs to be laid
out.

Rhonda Bo - As we address one category or the other we for example
when we talk abo ay and barley any of the substantive information we were
given could be attached in an addendum but, again | don’t we don’t want the
report this thick we are going to have to kind of pick and choose what
information best says justifies what we are saying.

Joe Van Treeck: | would like to offer another point we are buried down
in this issue but this issue is only under the umbrella of the broader concept of
agriculture in Alaska. | think there should be some origin statement that talks
about you know agriculture is a virtue for the State’s economy. If we don’t
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make a case for why we should have agriculture how do make a case you know
of why you want to plug through here because the negatives would surely
outweigh most of the benefits we have not identified many of the benefits. We
have done an excellent job of identifying the (indiscernible) and uh you know in
my opinion the Board of Agriculture this is what their struggle has been for the
last 3 Y2 years has been since their existence but it really has been a 20 year
effort since the challenges of the 80’s to hold on to what we got here. We have
not had much help, we have had independent opinions but we have not had
much help broad based help on the virtues of agriculturedn the big picture. |
think you almost have to start with that premise becau needs this help
as much as the industry needs its particular help.

street if you said
what is agriculture in the State of Alaska wo no clue and |
also think that it is very important that we
at here is a very small very small segmen i . 't do that |
don’'t think there will be support from se this is

what is appearing in the paper. They don ig picture $So you need

se3gment that is getting a lot of
of a big broader picture that is w

ntion because it is a part
indiscernible) you have

Carol LewistY need to S3

ghts?

hat Craig just went to Wisconsin about to talk
producing some cheese. Do we need to get into the
unfair competition because Mat Maid is going to be
doing cheese a
cheese? For sO reason some way we have got to get these lines of
communication opén so everybody is talking to each other and we don’'t end up
in the mess were are now because | honestly believe that the reason on where
we are is just absolutely a lack of communication amongst everybody involved
here and it would appear to me that some by some form or fashion there has
been an incredible job done for keeping these individuals apart. It would
appear that there is a lot of misinformation that has been circulating that has
gotten to the point that these people have discomfort even getting into the same
room with each other.
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Rhonda Boyles: That was my number one bullet under Dairy producers
and the Division of Ag, the Board of Ag is that is the entity that should be
pulling these people together in my opinion and it has not been done and
somewhere in this whole process because the dairy has raised its head and let
us all see the inadequacies that have fallen out the Board of Ag has the
ultimate responsibility here and you all have stepped in and take that burden
of the dairy off of their shoulder to give as an addition opinion. | don't want the
Board of Ag to have to say yes to your report or no to your report but ultimately
it is the Board of Agriculture that must deal with this (indiscernible). And that
is what | said.

e make some clear
| will tell you as a

Ernie Hall: 1 think that it is very imperati
statements about things that we have seen that
manufacturer if | had an entity in this comm
produce at fair market value | would absol i and gone to

dairy needs to be paying the producers sidy that
has occur there but I can tell you also that nfused by that because it
would appear to me that we only have two pro s that are saying they need

done either by or through the University,
elp the industry go forward and so therefore
ting here today doing what we are doing. | think
nk part of the issue that needs to be addresses within

enough

step up to the pla ake this industry what it should be should have been or
ended up being date and address the issues in a manner that will be
responsive to everybody. We can’t just give a report | don’t believe that just
highlights numbers that is not going to do it. If you want to sit back and said
we were told to write about a 40 million dollar impact on the economy maybe it
is a hundred million we really don’t know unless we do that research you won'’t
really get that figure. | think it is important to get some idea of what the
industry needs in the State of Alaska if we want it to continue we have got to
include that as part of what we want to say to the administration when they
come in.
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Rhonda Boyles: Joe?

Joe Van Treeck: You know along with that because the superstructure
for the farm component is all really in State ownership. | think we need to
have a little discussion about is that they way it needs to stay. If that the way
it needs to be and from recommendation standpoint | have hammered on this
the most because | live it a lot but Frank’s got the same issue with the meat
plant that what is the expectation then of the infrastr, cture what are we
expected to do, what by design and we might not get to er points of that
but we had some discussions on both sides of rather gkivatization of Mat Maid
particularly could occur. If we don’t think privati an occur at least in
the near term and continued state ownership happen and that
should be a part of the (indiscernible) of this. i i appen then we
need to make sure what the expectation |g ’ : hat they are
suppose to accomplish so you know goi eyman so

goal only orientated profitability and if that ; nNot the goalwe need to
identify that and then we need to identify if prafitis not the goal that profit is
going to be harder to obtain ho i pport the infrastructure

Rhonda Boyles: Joe specifica alking/about Mt. McKinley and
Mat Maid.
Joe Van Trg we really Boil this down we their might be more
because you ha¥ i aat is part of the infrastructure as
well right?
as a very very long term lease agreement. | don't

2 same as the one dairy farm in Delta as well.
There is a'¢ . Ita Coop is still titled to the State right?

Joe Van Tre
State.

2ck: We have a dairy farm up there that is still titled to the

Candy Easley: Yes. Though he has an option to purchase with the
intention to do that so.

Joe Van Treeck: My thinking is that this is the bag of things it is not
true private sector activity. It's got influence of State ownership to it a
component.
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Candy Easley: | am prejudice of course but | do think that ARLF is an
important factor in this not just because of the draw for those assets but
because we are essentially the only lender that maintains existing dairy
producers but also future. Whether it is land clearing or building buildings or
so | think the continued existence of the ARLF is an important factor.

Rhonda Boyles: | addressed that to somewhat Candy and | guess the
way we are talking here if anybody disagrees with these statements here you
need to just say | don't agree with that. Otherwise lac ut means you do
agree with it so.

Paul Huppert: Well agree with them but | LF and I sit here
from another segment of agriculture is critd i for the whole
agricultural industry and you can’t continu i ause you are

Rhonda Boyles: Paul the only way
agriculture in the State and | am saying
Commission is that we somehow
came to you all.

pportive of
e Division of Ag and the
ion in a box. That is why |

Paul Huppert: | am in agreeé V . 4The only thing is and |
heard somebody lewd ' alking about two people in
here | think that w . stry if there is anything of a
subsidy or fees th@t i S roduction credit basis and lets start
hopefully the oné
that are going to be re : e can't sit here and say we are going
to support g ‘ : ry industry. | personally know in the

subsid i started by the Division of Agriculture. | am soft
shoeing a ements because you know who is going to do it for
one thing.

IS in incentive for them to produce better if they have to
come to terms wit@what it is going to take to do that.

Joe Van Treeck: The other half of the equation is that if we are going to
have production we have to have sales. So there is a component in here that is
marketing support. There has got to be an element that because we can't just
work you know I'm again sensitized to it and | think that Don Lintelman will
say the same thing because he has been in the roller coaster ride to but we get
so focused on putting land back into production and we don’t pay attention to
what that land is going to produce we end up in another rack because we have
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things we can’'t sale. So for ever action there is a re-action if we are going to
put land in production we have to have a component that says how we are
going to market the stuff. You put all the burden on the two processors or you
put the burden on the you know the people who are trying to sale the produce
or you put the burden on the people individuals trying to sale hay. If we are
going to grow an intensive industry like dairy out we need to make sure we can
access the market and we have support for that. It does not need to be brand
specific it does not all have to be brand specific but we have done a horrible job
just talking about Alaska Grown and it has been becausg there has been no
funding that has come out of the system to help do ry little we have
some legislative support but really we don’t have agai is over arching feeling
that we are all on this team like the Green Bay for 20 years | have
made the comment that we need to be just like ay Packers. The
town owns the football team, you can’t buy ey are years in
advance. The dairy industry is the home have better
support for what it is we are trying to gro the virtue
of the industry with out understandin
come to pass on sales.

ore but | would like how
report going to solve

Rhonda Boyles: Joe |l co
do you even know one bite at a

this tran
every issue for every entity in isi

on and

Mac Carter: ough the/Board of Agriculture support
of legislation thro S egulate, in California you can’t bring
other food and vege e worried about bugs coming into
their state okay that atever you want to call it. Can’t the
State of Alaskasa it comes to milk make a requirement

hich you can’t do but you can have within
maintain a level of freshness that can be

interstate trade.

Mac Carter: But we are not talking interstate we are talking about a
level of guaranteed freshness when it gets to the State on the shelf that it is
viable.

Wes Eckert: (Indiscernible) you would have a hard time making a case
like that.

Mac Carter: The state would?
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Joe Van Treeck: The other part of that Mac is from personal experience.
When you are trying to make your sales through the two primary outlets really
for sales are vertically held retailers you can get strangled in reverse. You have
No insurance you are going to make it to the shelf and in fact their was one
local grocery here that said try passing stuff like that and we will squash your
local dairy. Circle 1986. | tend to agree with Wes on it from a standpoint that
unless you come out and qualify this as a high temperature short time
pasteurized thing only because there is enough plants on,the West coast that
(indiscernible) still has been defined by FDA as fresh u O to 120 days. |
think that would be difficult lead to find support for t

Ken Sherwood: Plus you are bringing in o
Rachael Petro: Anyone on line.
Rob Wells: I'm on line.

Doug Vollman: I'm on line.

Gail Phillips: Getting back Qe suggeste ittee structure. Not
the arguments but the committee | think e we get into the one
page summaries on each of these ave aparagraph that explicitly
says that either all fou i er to make a successful
dairy industry or a p g Sno hay and barley don’t count they can

nible) so | think we need to develop

st quick and dirty.

‘ I would say that probably that is
like an introdue
the entities that ave talked for the last four days are they part of the dairy
industry? Do we want to address all four?

Mac Carter: yes
Wes Eckert: How much barley is used in the dairy industry?
Gail Phillips: That was my question too.

Wes Eckert: You keep saying that if forced on the cows they can’'t digest
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it well. There is a small amount Ken know more than any of us about that.

Ken Sherwood: In our dairy feed that we make we probably using a year
250 tons of barley.

Rhonda Boyles: So if the dairy industry went away tomorrow it would
not affect the hay and barley industry in the State?

Ken Sherwood: Most of our barley is going in other feeds. There is an

unknown | don’t know how much Mr. Lintelman’s feedi

Don Lintelman: We use (indiscernible) b ours so barley, soy
bean, vita mix and them we have a protein like a i

Rhonda Boyles: So lets take it in an i e the Senator
happy. If the dairy industry in the State i
or quadrupled would that effect hay an

Don Lintelman: | think it would.

Paul Huppert: | don’t you
alluding to the fact and it was pa

ure whether in production all these

guess my point is even if you had tons of local hay a

lot of horse people Id still import hay.

Carol Lewis: Yes they would be the demand still exceed the hay
producers.

Candy Easley: Maybe we could improve the quality of the hay.

Carol Lewis: In the interior area there are horse owners that are
switching over the Alaska hay.
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Candy Easley: | think that is something also in detail is to educate the
public.

Ed Fogels: In all the days | have been sitting through these committee
meetings the here the one fact that hit me the hardest was the statistic that the
average Alaska cow produces 12,000 pounds of milk a year versus 30,000
pounds in the lower 48 to me that summed it all up. That is the essence of
why we are sitting here today our cows don’t produce as nuch milk. Why is
that it is because they don’t have alfalfa.

Carol Lewis: No that is not right.

Ed Fogels: No right.

Carol Lewis: In the past producti
dramatically. In the mid 80’s the Unive
is not because they don't have alfalfa
(Indiscernible).

on ayerage in Ala has fallen
indiscemnible) in the 20's so it

Wes Eckert: Milan Shipka made his paper presented that in great
detail.

Rhonda Boyles: That is what | said revisit Milan’s information and write
a short statement on that.

Mac Carter: Somebody from the University.
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Rhonda Boyles: So who is going to do that statement before we leave
here today?

Paul Huppert: | think we need an education on the dairy farmers. You
know the University | know in the past years had produced high quality feed
not just hay it was high moister feeds. One of the things that are dragging on
production today is the lack of replacement heifers and they are milking cows
longer than they should be running through the slaughtershouse. That is a big
factor.

Wes Eckert: And the breeding program.

Rhonda Boyles: And that should
producers under that section. Okay, so giv
the hay folks.

der the dairy
he quality of

Wes Eckert:
Delta Barley programg

Le ‘ i Are you familiar with the

ere originally | understand 102 acres

> were sold in Delta one and mid 20,000 were

er 70,000 acres were actually sold to farmers. How

many acres are prodiction today and are they barley or hay?

Carol Lewisy” Do you have the stats around?
Chad Padgett: It is 7,000 in acres in barley.

Wes Eckert: 7,000 acres in barley and so out of the 70,000 7,000 are in
barley. Is there hay growing up there now?

Carol Lewis: Yes, and | am not sure what the hay is.
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Chad Padgett: I'm not sure what the hay is.
Carol Lewis: It is more than barley.
Wes Eckert: So maybe 10,000.

Carol Lewis: Planted acres 4300 acres in barley (indiscernible) grass
hay harvested 9300 in the Tanana valley.

Wes Eckert: So we are somewhere between 6,00
9,000 to 10,000 in hay out of 70,000 that was sold

00 in barley and

Carol Lewis: That is the total in the Tana t necessary Delta.
The Delta project is just in Delta there is ot in the Tanana
valley.

Wes Eckert: Was that proje anization

financially?

ARLF and the land section. The ARLF
eld the land contracts.

Candy Easley: Sold by thé
financed the development. The Sté

Wes Eckert: Today is the Sta g that/in any way?
Carol Lewis: D

Ken She the Delta Coop is leasing the facilities
for $1.00 per year.

Paul Huppé€
Carol Lewis: 15,000 are in grazing land.

Chad Padgett: On that production we also support through direct
encounter recipical payments as well as loan deficiency payments.

Rhonda Boyles: Okay, lets get back to keep it simple. Wes where were
you going?
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Wes Eckert: Well if you are going to talk about what are we doing in the
future | was trying to get a feeling of what is going on up there how much state
involvement is there.

Carol Lewis: There is federal involvement through the CRP program but
it is no different.

Rhonda Boyles: Under hay and grain | said obtain a statement from
Chad on CRP challenges that is brief and informational and apply to available
production land. We need to address that CRP issue.

Chad Padgett: | have an answer finally fro shington Office. By
2010 we have come down from 29,000 acres to 00 to 19,000 that
is the latest numbers as of yesterday. So by 3,000 will come
out of CRP that translates to $350,000.

Carol Lewis: But that is in ill. ow what
is going to happen.

Chad Padgett: Ya we do.

Rhonda Boyles: Can some A i . Will this effect the
dairy industry?

Ken Sherwoaqg { X question. Are they in CRP
because there is the barley? Or are they in CRP why are
they in CRP if thty<rai y don’t have anybody to sale to?

orget what the price is on it. | want to
hat is has done a lot of people entered
tion as well as keeping it has actually kept
2 a higher end market with a higher end price
ey would only support 1,000 more acres of barley
ucers. Whether or not that is accurate | don’t know
! a glut on the market and their price will go down
making it so tf
hay.

Carol Lewis: You will produce a closed market if you have X number of
cattle and you will produce X acres of barley and same if pretty much true with
hay, should there be a surplus what would be the cost of export.

Ken Sherwood: | don’'t think they will ever export barley out of the State
of Alaska. The transportation costs.

Carol Lewis: You might make a statement that you are producing to a
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closed market.

Rhonda Boyles: Chad would you give me a statement no later than
directly after lunch relative to CRP.

Wes Eckert: Well we have never bundled that together and | was
curious of what is going on there and what the future involvement with the
State is.

Candy Easley: There for many years have been
starts with land or if they are not farming in because
market but the State for many years has no promo
really has been idle.

ag land sales. It
RP or there is no new
ag land sales. So it

Wes Eckert: Also we were told bef
growing back up to brush.

land is just

at | heard
rmers are buying all of their
e statement or growing it

Ernie Hall: | guess the thing that is
during all of these conversations is that the dai
hay from the hay producers in Alaska. Is that
themselves.

Joe Van Treeck: In the 80’s
alfalfa hay and cubes out of British

id owned the coop we imported
at might have been in the
ay from outside of the state
enefit analysis for the cost of milk
is that right?

has the same
production. You

t out sure as fuel costs rises they are

vould like to go back to what Ed was talking
oduction in agriculture. The question | have in
this is that{iVi ) have difference in my simple brain to this feed issue
than what yO ing about?

Joe Van Treeck: So what am | missing in this. He is talking about poor
quality feeds.

Carol Lewis: Oh sure he is talking about poor quality feeds but he is not
saying we can’t produce good quality. What he is saying is that there is poor
quality hay being produces and sold.

Joe Van Treeck: The difference between grass hay and timothy is what?
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Carol Lewis: You got me there.

Rhonda Boyles: Okay Joe where are you going and what do you want to
say here.

Joe Van Treeck: Well | want to make sure that we are dealing with the
question Ed raised when we are dealing with because it is going to take high
guality feed to feed these cows where is it going to come fr

Carol Lewis: Sure it just costs more mongy. et your hay grow
and you harvest to get more bulk in your g to lower the
protein in your hay it is a matter of dollars.

Gail Phillips: At this point in University ds to be
involved in developing a higher (indiscernible s in Alas

Carol Lewis: | think it is\g i . Groan hay is excellent
hay but the rate of fertilization w he, time of harvest, the

report that will say i issbut we could do it better this
way. What did Mj

will go up good alfalfa and bad alfalfa also so it is
a timing 0 when you cut it and then again you have to put
some g into it to ething put of it so you got to put the fertilize on and
if yg 't take soi hat plant don’t get it and if the plant don’t

on give me something tangible. | know nothing about
pout because | am going to read this report so talk to
with existing hay production and if there is how to we

what you are t@
me. Is there ap
resolve it?

Don Lintelman: Yes if it don’'t rain and | put the fertilizer and you don’t
put it on again and sales it that poor farmer is buying a poor quality feed.
What he needs to do is have somebody take a feed sample and pay for the
grade and it needs.

Rhonda Boyles: Okay can you give me a statement that says what we
are doing now is not appropriate and we need to do this to improve it?
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Carol Lewis: | think you would be better of with a statement that says if
you (indiscernible) you will increase milk production.

Rhonda Boyles: If we do what?

Carol Lewis: If you feed the cow with meats which means you have to
know what you are feeding them.

Joe Van Treeck: I'm like you because | don’
either, but what if we could you not say | would lik
that Mr. Huppert made. Could you not say in or,
cows to maximize that conversation from feed
standard for dairy hay?

rstand this part
borrower a comment
dairy production for
need to have a

Don Lintelman: Yep, you also nee bags, very
important. If | buy soy bean meal in i her meal
what the hell is this the cows go off feed an why, so ¥got to bring
a vet in from outside which | did and he spe whole week $3,000 later |

an meal. | paid for soy
ill,pay the higher price
rather than have my cows go o them to switch to

something else.

Jo Van Tree e broader statement that says as
a producer of the ¢ I negd more than the dairy farmers can
afford to pa on credits as well.

value of their pro@

Rhonda Boyles: Okay.

Joe Van Treeck: It is the same leap backwards. On other words
instead o running all the production credits to the dairy side of this maybe
each component of this thing gets a chance for a production kind of credit to
offset costs versus commercial value of the product itself.

Candy Easley: Give them production credits if they invest more money

Dairy Industry — Ad Hoc Committee October 31, 2006
Meeting Minutes Page 18 of 103



into a higher quality product.
Joe Van Treeck: Higher standard fee.

Chad Padgett: Joe that is exactly what we are doing to the 2007 Farm
Bill on those production credits. Not for just one industry but for all of them so
there is model that is actually written in the congressional language and has
been there for 3 years. They are waiting on the Farm Bill, so that model is that
25% | talked about it is the same, 25% of those production,costs would be paid
that way you offset it. The problem with high quality fe ou can't afford to
do it.

Carol Lewis: | am always interested in th d because | don’t
think you can afford not to. If you put good f j ou are going to
get more milk.

Rhonda Boyles: Okay time. i i hat she
just gurnard from this exchange.

Rachael Petro: In answe e have an opportunity for
hay production? There is not eno in Alaska to satisfy
laska is limited as
compared as what is available in the ity of hay in Alaska being
fed to milk cows is IQ fed to similar cows in
confinement in the lgw 3 ] §
generally more expg )yduction pFKactices are an issue, fertilizing, time of

Rhonda BO
are not getting oup

8. We have some disconnect here folks just because we
essage across.

Rachael Petro: Upgrade quality of hay produced in Alaska and milk cow
production will increase in order for milk cows to maximize production there
must be standards for hay feed to promote cows and must be identified by
standardized labeling. | am just typing out notes here but there is a lot of
information that is summarized and we could tweak it into positive statements
and (indiscernible).
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Paul Huppert: You know Carol there is one thing that really outstands
me. You know we have about 120 growing days in our area and from mid May
from mid July we have an immediate drought it is dry time. Those people who
irrigate down in Pt. MacKenzie and have circles have tripled production and |
would say beyond a doubt of anybody that does not irrigate. If you took a
fourth of the area produced today and irrigated them you get a better quality
product you would have it in a more timely fashion and | have never seen the
University come out. | think it is a critical thing. In the ARLF the State years
ago had (indiscernible) for irrigation groan. 1 fly over that area and you can’t
believe (indiscernible).

Rhonda Boyles: We have what we mayb be doing differently
what we are doing good bad or indifferent with i Give me a
statement what the State can help us do or t ment to do this
better. You are going down that road wi i Give me a
statement on that. Because we are goin its into
this report right?

Joe Van Treeck: 1 think Rachael reall ed it up good enough it is
really about we are going to stan@ardi i ou know you standardize

if they grow that standard it is mea pply for credits to off
set the market value.

ging the University into it.

Ginger Blaisdeg
r formation or are they actually doing

Rhonda Boyles: If we had another body could be educate hay producers
to produce another product?

Carol Lewis: | don't know what it is going to take to educate hay
producers to produce a better product because the University has been trying
for 45 years.
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Rachael Petro: It seems to me this is a market issue. Unless dairies
demand the better quality and they are willing to pay it is this whole you got to
be willing to pay more because it is for hay producers to make better hay it is
going to cost them more. So it comes back to the production credits but there
has to be an incentive for them to change what they are doing because as we
just examined they are not even meeting Alaska demand.

Ginger Blaisdell: | think that is what the University needs to do. They
need to do a marketability study that says if you fertilizer at the level your
production goes up here and you make more money.

Carol Lewis: How many more publication
have said that?

ring you where we

a little bit better job?

s because | am not
me out in any form or
when | build a piece of
ber if | use grade C | sale it

Ernie Hall: | guess | am
involved in industry that that federa
fashion. But | do tel
furniture | can eitheg

for $100.00 if l u an sale |t pr $600.00 so it is not a hard thing for
me to figure e paffling me here about all this
conve rsatlon We knNe ers buy better hay they will | don't

jon but it will certainly increase their
ow that if they grow better hay they will
baffled by why we have a problem here it

0 pay a better price because they are going to
in the production of their cows. | mean this seems
am baffled by why | should give a farmer an incentive
going to subsidize the dairy farmer by selling it at the
g to increase for the value of the better product. | mean

pretty S|mpl
to grow better
old price or is he
this is.

Chad Padgett: It comes back to they can’'t afford it. Rachael just said it
a second ago. They can’'t afford to do exactly what you are talking about. |
don’t think it is a lack of willingness but they are already in financial trouble as
it stands today how can you put any more money into it.

Ken Sherwood: That is basically we sale fertilizer these days and they
know all this stuff they know it they just don’t like chances they don’t have the
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money to fertilizer more or sometimes the weather if a factor too. They may
want to cut it early and they can’t. Basically they know all these things we are
talking about they just don't have the money to do it.

Rhonda Boyles: So should we still subsidize it?

Ernie Hall: | am still baffled by it and the dairy farmers don’t have the
money to buy better hay.

Rhonda Boyles: Should we be subsidizing this i

mounts to is what |
uce more if they
t are expensive

David Wight: | still don't know because w,
have heard is very good arguments that the co

argument he is saying do you need to do some and it seems to me in just
leman sitting next to me
this industry is kind of settled at
feed and productivity and everythi a d why.

farm in the valley has had an
gars and they have done some
dgnows what needs to be done. They
e years. | don't think it is a rocket

wonderful work ano
have done

agree with that. There is not one of us that
disagree i But is this industry going to survive without
> to address that and if so how do we subsidize it and

David Wigf Rhonda they have had subsidies for years and look where
they sit today. QKay and then what | just heard they have had all sorts of
input on better feeds, so | am not sure that the subsidy does anything. It has
to be a (indiscernible) stage in the way the business is run.

Chad Padgett: If you look at the country and the amount of federal farm
subsidies across as the states we don’t come close to the level that other States
are. On a federal level we provide just on my agency alone .0001% of the
federal farm bill not per capita basis we get the least amount of farm bill in the
State.
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Carol Lewis: This is the eligibility requirements to enter into some of the
programs.

David Wight: It isn't a good matrix is it because on a capita basis we
probably have less farm land?

Chad Padgett: It is on a per capita basis. Every where else it has been
realized that you have to do that in order to build yqQur infrastructure to
support the agricultural industry. Here we haven’t don

Ed Fogels: These are some really good poi
what | am going to have to tell the next Com
through the door December 4% and | am one Id really like to
explain to him in a nutshell what is up wi e agriculture
industry in Alaska, how much to we subsi ve seen

| am trying to think

Chad Padgett: The Divisio

Ed Fogels: | think that wouldib
of you somewhere.

have no doubt $ going to survive in the State of
Alaska it is going to ot prepared to present a document
that says i em with the industry here is that we
never ts g it to the level that it should be we threw some
mone was no oversight or accountability. | don't
knq ave started here and never moved it and we
need to it as for hay growers dairy whomever we need
to identif need to identify that those who are knowledgeable

will tell us

if youf€ould do this that within two years they should be
producing this >

ay and at the same time if the dairy farmers are buying
it and their prod IS going to increase some time they have to get to some
point sustainable gven if it is still a small subsidy with it and Chad certainly
has more knowledge than | do | have an uncle in Nebraska that is richer than |
can’t even imagine and he is rich off the subsidy, he makes more money not
growing corn than he makes growing corn. He has an incredible thing going
for him.

Rhonda Boyles: Can you look under dairy producers we are off the
subject of hay and barley a little bit here but it all ties together. | made a
statement for next three years we should measure results with timely and
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relevant statistical information from all producers relating industry through the
University of Alaska’s existing programs and in cooperation with the Division of
Agriculture. What | am saying there is yes we are saying we need subsidy but
lets take a look at it for the next three years very closely to see if it is moving
the needle in the right direction and then | am saying all subsidies should
come from sources other than the Creamery, Mt. McKinley or ARLF. There
might be a better way of saying that conceptually and maybe you don’t agree
with that but this is the best | could come up with bases on Ernie knowing
what you are thinking and knowing what your thinking David. Do we disagree
with that statement? Do we? Philosophically do we
period of time here?

Gail Phillips: | don’t think it is complete b premise there we
should measure but after the three year time lod\j urement is way

way down here and there is no improve ing that it is
profitable then do we want to make a i t,, we just
dump it.

Rachael Petro: | think we should name t results we are looking for

specifically otherwise it is one of

Rhonda Boyles: | think it is i ave more dairy cows
Joe will have more.

all of these meetings it has been very

and it has been a very short vision for
everyone and th€ i istently is that each of the major
over their business, they can't sale
: VE and | am real curious with the next
generatigfm will anybody see farming as a valuable
industfy d maybe you get to the point where you have to
mal ‘ Stry i 0 want to keep it.

Ginger Blaisdg

see if we have so
maybe someone wj
this is family owned.

ore cows and we are producing more because in 10 years
't buy those farms is someone retires or even illness where

Rhonda Boyles: Personally | am begging for us to address dairy in some
format so that the BAC/Division of Agriculture to move forward and do some of
that Ginger. What are we doing spinning our wheels. | suspect that Don’t not
going to have a problem figuring what to do with your farm if you have a couple
of kids that you have raised up right? | expect Paul who is already exam plying
it and yes we need to document, make that tangible and say this is working
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and this is how it is working but that has to be the Division of Agriculture and
the BAC in my opinion. That is why | said let's address dairy because it is will
set a philosophy in what we do with the rest of it. So we are still talking about
hay and barley and | want to finish that statement before we go own to talk
about the dairy.

Gail Phillips: Don brought a real good point that would be an easy thing
to include in here and that establishing state regulations that clearly identify
and label food sources that is an easy one and if it is not already being done in
Alaska that is criminal and we should already be doing

Joe Van Treeck: What about irrigation
provide the extra ump for volume unlimited
statement promotion for irrigations standards

irrigation can really

Carol Lewis: We don’'t know wh As
Paul says as far as numbers.
Paul Huppert: Well we have used irriga for years and | was always

sn’'t been doing my work,
but our increase let me give you
average is about 10 tons witho
irrigation and the thing about it we
you don’t irrigate the minute is you ap
you are ready to ha
to do this. Terry

22 to 25 tons with
Don is talking about if
n early May by mid June
in your best period of time
d he has a fantastic crop. | believe
give it at least three times more

there I . | was going to mention with regard to
prog i 3t a new idea it happens all over the country
but the ign credits is you can make it whatever you want
you can I ou want. You can set the category isn’t the case of
giving the m@ itIs very specific as to what you want to give and then

d irrigation would be one of (indiscernible) certainly
fertilizers, you ca 0 it for increased milk production, increased numbers in
livestock, you canjmake it for whatever you want. At least with the production
credits it forces an incentive or it gives them an incentive to do better if they
don’t do better at what they are doing then they don’t get the money.

Rhonda Boyles: So we have not made a statement under hay and barley
relative to production credits. Do we all agree we should?

Candy Easley: | think that you could make a statement on production
credits for everything that you are doing.
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Rhonda Boyles: Right, right, that is good because you tell them once,
twice, threeism, fourism by the time we get there the A of the BAC oh we
should look at this.

David Wight: If we are going to talk about production credits in some of
these sectors my preference would be that the credits are related to improved
productivity they are not related to how much you produced today. If you are
going to put more money into you are asking people to do things, to change the
way the live. | just heard a discussion that loans were out for irrigation
equipment and it sits there. Why do we want to go n that path? What we
want is better quality product, high productivity i going to do credits
ity of feed not just
how much feed you produce and if you are for milk it is
milk per cow as compared to just the volu and it could
be related to two | mean you could figure i her but
| think there should be some relati ivi
otherwise won't get there. We will look at
from now and it is the same low quality feed b

five years
e they were getting paid for

it.

Rhonda Boyles: What did ya

Rachael Petro: ' ed production, not more than
today but actual [€ higher
productivity and the iti pecause | think we and | can jazz this

up later. If we afe™t
measuring gosh | s
cows aren't preducing T

¥ he didn't really fed it right so his
) It has to be specific to that and so
have the regulations so is that going to
Id,just have to be identified. So it sounds like

. hael maybe this would help. | thing that what Ed is
talking abo . many/ef our programs you have a quantity and a quality
aspect where y&€
you a pretty good em for your credits.

Carol Lewis: There is no standardization measure for hay there is for
barley.

Rhonda Boyles: Any comments from anybody at this point about
production credits relative to hay and barley?

Mac Carter: Well getting back to the State regulations for labeling
(indiscernible) regulations to set those standards for hay, barley.
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Rex Shattuck: So making sure | am understanding you are saying that
the standards by the BAC will be developed to cover quality and quantity of
some mix.

Rhonda Boyles: Chad you are still going to give me a statement about
CRP. Does anybody want to make a statement? | put a statement in here
because we want to tie it together relative to what | heard was that the ARLF
loan is an issue and ultimately we need to address that. addressing that do
we need to do a statement? Candy 60% of our loan 0 is to grain and
forage and they are performing and doing well. Anyb disagree with that?

Carol Lewis: | think you might want to ta at is the deal with
federal loans in terms of price supports, produchti

Rhonda Boyles: It could be

hay and grain and e State would then enable those
farmers in [ ; rom the federal agencies as an also

is some 3 e is called majestic gross income requirement.
Where yo 1 consider a if the State’s is going to do something is
we cap. So eet a couple of different requirements one is the cap
which will proBS down in the next farm bill is $2.5 million dollars in
gross receipts. If make over that amount you are not eligible so secondary
to that you get intg"a lot of corporate structures, joint ventures and things like
that. So if you put this on we cap most of our payments at $50,000 per
individual and then there is another cap for corporations and things like that
so the idea is that you are not over subsidizing and you are not giving a credit
unfortunately what that does on the federal level is bring down basically in
some cases you re rewarding people that aren’t your best managers so | think
that is something you got to be careful of and they way that happens is once
your get to a certain threshold then you are no longer eligible for it so even
though you are managing wells and doing well you are not getting the same
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credit as maybe somebody who is not managing well. Does that make sense
and they are managing to get the subsides kind like what we are talking about.

Rhonda Boyles: Okay we spent and hour and %2 on hay and barley. |
still don't know what we are going to do with barley. We all kind of talked
about that we have no export opportunity and that soil conditions were
irrelevant are those two facts.

David Wight: Let me ask a question. Or I'll make atatement and make
sure it is correct. | didn’t get the impression that relati the issue that we
are talking about that barley isn’'t significant andftherefore it is part of
agriculture | understand but we are not looking i

and we are done with it.

Rhonda Boyles: Skip barley. Oka

Carol Lewis: Well it is an important c onent in the ration of dairy
cattle in the State of Alaska.

have a

market.

Carol Lewig¥” | hate to be cynical but when you can more easily put your
plan in CRP and draw money for doing nothing rather than doing barley.

Rhonda Boyles: Is that something we can control?
Chad Padgett: No.

Rhonda Boyles: End of discussion.
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Ken Sherwood: | kind of agree with Carol because even though barley is
not the best dairy feed in any rations you can have a certain amount of barley.

Rachael Petro: Barley is an appropriate ration for feed for milk cows.
Don Lintelman: | can bring my ration down and how you.
Joe Van Treeck: Well is it just barley or are we talking grains because

there are goats out there to right. Is all this just used for silage or are we using
it or more grains.

Don Lintelman: Oats has more grain in it rley so we feed two

about grains. | would like to ask Do
production. Are you in the 12,000 p
20,000 pounds per cow range.

Don Lintelman: Well we a

Ed Fogels: : i i e best possible feed to feed the cows.
That is the Unive . A eed strong leadership from DNR. We
are going to ne *
feed the cows, barle

s, you have to import you can’'t raise soy bean meal
and corn.

David Wighg? You don't need that word. What you want to do is have
the best feed don’t describe the best feed.

Rachael Petro: Hay and grain needs to be augments to get the best feed
rations.
END OF TAPE 1

Rhonda Boyles: | have lost control of this group. Ernie you are number
one, Joe’s number two, Wes is number three, Ken number one, Paul number
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two, David number three, Don number one, Mac number two, Gail number
three. All the number ones have to work on a statement about collaboration if
you look at the sheet that | did there is a statement already there. Mark it up
tell me if you like it or don’t. Did you get your numbering system down? Dairy
producers. Number two research all numbers two’s will work on a statement
for research. All number three’s will work on a statement for measuring result.
| kind of started it there in three comments but you can fine tune it and then
we can come back together as a group and maybe we can move it along a little
bit faster. Rex I left you out. Industry is the statement of cgllaboration.

The next lengthy statement down is fourth one d d number two on
research. Paul we are here.

Okay lets try to divide here and conquer bec
with any one of those three subjects but they
report. Okay.

could go on all day
addressed in this

Ken Sherwood: Can we get togeth

Rhonda Boyles: Yes, please do get
hearts content.

you can4talk to your

Rex Shattuck: Let me ask ove on. When we
broke the comment that was made ing about making a

statement that grains were needed ent of product quality.
We were talking about giving directio » would be this in light of
the fact that this rep out therg"and it being introduced into
committees in Jupls ssed are We making an analysis of were ag is or

giving directions to p their feed and such. It sound like

: ve do Rex and | think you and David both missed
my opéeni d Wes's opening statement. Wes wants more

St | think we need to put some more facts and
figures ) My apening statement was are we going to Kill this
industry & I y or are we going to be a little more compassionate
and let econamics justify. We can’t just sit back and ignore the fact that we
have an issue 8 if pFoduction credits are to be used we need to make that
statement. So NG do not micro manage.

Rex Shattuck: Production credits are one thing and | would full agree
with you on that end. However, the statement that was being made was to say
to producers to enable to produce good quality product you need to mix grains
in such a level. That is a policy statement that you were making.

Rhonda Boyles: We all micro manage in this room because we are all in
specific area and that is what you are picking up on, no this report does not
Nneed to go to that level.
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Rex Shattuck: You are not going to include a statement in there that
says grains, barleys and hay.

Rachael Petro: One discussion and one recommendation basically to
identify hay feed or any feed for it's contents. So like Mr. Lintelman was saying
that | thought it was soy meal but it was feather meal.

Rhonda Boyles: Okay, all the number one'sgare working on a
collaboration statement, number two’s working on a res

Rhonda Boyles: That is we think we ne e in the middle
of the table. We had a lot of input from two hree working
days we have been together. Those were hers and |

Rhonda Boyles: Yes, we
think that what they had to say was i cational and can we
solve all the problems of the world : rful but we don’t have a
magic wand. So, num : Rachael | think that got

USDA, and | eg dre must immediately start working
together, \ industry in Alaska. All parties should move
forwa I organized unit the Board of Agriculture &
Conserves [

es: Uh Uh, Wes is laughing

Wes Eckert: Good luck. Is that a realistic statement?

Gail Phillips: Would you read that again, please?

Rachael Petro: For the dairy industry to be viable the producers, the

creameries, the slaughter, the Division of Agriculture, the Farm Bureaus,
USDA, the State of Alaska, and the Alaska Legislature must immediately start
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working together to promote the dairy industry in Alaska. All parties the
should move forward as a collective and organized unit with the Board of
Agriculture & Conservation facilitating the effort.

Rhonda Boyles: As the Chair of the Board of Agriculture | would say
that our entity should mirror the composition of that statement. If it does not
we should work towards that immediately.

Rex Shattuck: | think when the producers were here one of the
comments that | heard were that | don't know if it is time but, | think
they said once or twice that having everybody here w satisfaction to them.

Joe Van Treeck: The only thing | would li stead of creamery
as a singular | think we should talk about pro

Mac Carter: There is more than o

Rhonda Boyles: Good addition. Any it2”Good job.
Number two the research component.

Mac Carter: Research. The
of the University of Alaska in expa
support farms to increase productiv
feeds. Feed animals and animal
production, higher g ]
consumers. Unds
Food specialists] T€
production across a
on making

rk multiple aspects
ent and research to
uction of higher quality
increasing higher vyield
S and food safety for Alaskan
llets: Through extension specialists,
The goal of this is to maximize
@ss and marketing with an emphasis
and practices and at the same time

David Wight: Well it sounded to me like a lot that we already know that
has application. So

Paul Huppert: That is why we put (indiscernible) is the arm that goes
out and promotes that application. Applied research.

Carol Lewis: The specialist will do the basic research.
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David Wight: My request would be to rather than research it is around
application and research rather than just research.

Carol Lewis: How about research and demonstration.

David Wight: What areas? It just didn't seem like to me that what we
need is more research. What we need is at least a lot more application of what
is already known through one way or another as compaged to going out and
doing another study.

Mac Carter: We can change to expan rther research and

application.

Joe Van Treeck: | just wanted to als i ren’t limiting
our field vision to on farm. That is wher
came in and on the eye to the future t
not be on the front end of doing applicatio ight not do in
Mississippi.

that you make environmn got a complete system you
are not just taking g got yow are putting something back.
Because our agrigth jere is fairly limited to systematically

S do that our we might as well clean the slate
and go v 2. | think Don has demonstrated that by being
very, very,yudi costs and understanding on what it his productivity
he average dairy in the State. No it is more like 50.
He is 16 vers d if you take his number out of the other one it goes

down.

Rhonda Boyles: So does that statement everybody can agree with that
at this point? Okay, we may have to word it down to a half a page but.

Rachael Petro: Okay, we can make it into a couple of words.
Gail Phillips: Measurements. The discussion was that measurements

for the dairy producers should be tied to results not activities. Subsidies must
be tied to measurements standards that provide for the greatest production of
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milk. These measurements must include the cost of hundred weight of milk,
cost of produce per animal productivity cost, milk feed ratio, compensation of
milk products which needs improvement we think, individual animal
performance and total farm performance and marketing costs versus return on
product. All of those things, those measurements to get the greater product
must have a direct tie in correlation to the subsidy a dairy producer would
receive. That is why | said there has to be an end result. We also, said it
should be five years not three because by the time you go through tested and
measurements, measurement performance, legislation it js going to take one
year for the department to come up with this and ano ar to go through
the legislative process. You got to give the milk prod S sometime to putitin
place and make the adjustments to it that he fe s to be made. We
roduce programs
so there.

because we don’t think they are in existence i

The University had there great expen the different
programs they had we don't feel that t i now to
push the Department and the Divisio I resident
doesn’'t have agriculture on his radar, th Regents doesn’'t have
agriculture on their radar and we feel that t needs to be some changes
i of Alaska than you got to
the President and
et me give you this

go to the next step and say get
everybody associated at the Uni
example. The new biosphere buildig the on the University
Fairbanks campus has_nothing to do e science. It is going to be
all the other resear i other things, but they have
not mentioned a ti

Carol Lewis: .| st five years, that agriculture and
forestry is ne put it needs to be re-enforced by the

the President 2
Palmer tomorro
others have done g
so who cares.

e Chancellor. By the way the Chancellor will be in
e library in Palmer at 6:00 p.m... | have done a lot,
ot to put agriculture on the radar but, the comment | get is

Rhonda Boyles: But Carol a concerted effort by enough people with this
collaborative message makes a difference because | go back to my Voc Ed days
when we had meetings like this because nobody was teaching Voc Ed at the
University and it is way, way, up there on the radar screen 10 years later. So.

Carol Lewis: It takes the community it is important, the industry and
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people outside the industry who want that.

Rhonda Boyles: So we leave that statement in, cool, okay. Any other
comments?

Rex Shattuck: Just a question could you clarify the timed issue again.

Gail Phillips: It says for the next three years we should measure results
with timely and relevant statistical information. We are saying they can’t do it
in three years. By the time you put this in place, by t the Department
comes up with a direct measurements, results tied n end result and then
the legislature approves it will take a little more ti

Rex Shattuck: It tied into what we did

Rhonda Boyles: That is where we i apdy, and
Rex.

y be a short-term support and so we felt like we
should on i ithas is at $2. OO per hundred weight instead of trying to

support program g0 we are looking at this first statement as a band aide until
we get the other thing implemented.

The second statement was we recommend implementation of a State
agriculture production credit program with five year review to coincide with the
Federal Farm Bill and so we were also looking at this three year and then well
how long and we thought it sounded reasonable to coincide it with the Federal
program too and the only other thing and there was no way we would have
enough time to decide this was this the support of an ag production credit
program does this committee only want to support it for dairy production only,

Dairy Industry — Ad Hoc Committee October 31, 2006
Meeting Minutes Page 35 of 103



or do you want to carry it further in hay and grain and all ag production and so
| don’t know how in your statement or if you want to address it. So that is
what we have.

Gail Phillips: We discussed several other subsidies that too that aren’t
listed there and what we found is that we would like to have a list a published
list of all subsidies that go to the dairy producers. The $.34 per hundred
weight for milk pickup is a subsidy every other day is a subsidy that needs to
be included there. The quality for local product subsidy which is $1.00 versus
$.06 in the lower 48 that is a subsidy so realistically ev le subsidy needs
to be identified before this report is completed.

Rhonda Boyles: So in order to get t We got
creamery, we got Division of Ag and Federal, k
Paul Huppert: | would like to as me up

with this cola idea and | didn’t quite I ked into

Chad Padgett: Ya, that talking about the cost of
production credits. What that i for, land clearing, burn
removal, just about any Alaska grov to be Alaskan grown.
Will get a 25% production credit labor and possibly on

transportation. So basically you bri pts at the end of the year

y it has nothing to do with debt it is a direct
payment t I ied with debt, so it is across the border in Ag for all
Alaskan Grg . So you are not quantifying it for any given
commodity yo : [
that quality and ¢ tity come into play. You would have a higher step for
higher quality thay¥ somebody who doesn’'t have higher quality so it's not just
for how much you produce it is also your quality.

Rex Shattuck: Measures for the results under that program an awful lot
of what we envisioned would create the production credit. You can't sit here
and understand fully and draw the picture of what those production credits
would represent before. | think the measures for results go along way to
identifying some of the issues or concerns that would be part of that.
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Rhonda Boyles: That could be an inclusive process down the road
getting the producers to the table.

Joe Van Treeck: Only from the standpoint of throwing out the lighting
rod so it is identified in advance. There has to be an assumption on the basic
value of the product going to be. You know, the Creamery Corporation might
have political pressure to have a price of X but normally dairy or other buyers
that could be out there aren’t going to be held to that unless there is some
regulation that says we are going to have a bench marl price for the basic

that discussion need to go out because if we have ogram that is offering
$2.00 per hundred weight but the buyer auto deducts $2.00 per
hundred weight from his basic pay you haven't ga i

Wes Eckert: In the real world yo what you can
get out of it in the market place. It calc kand you
say after | pay for all my expenses thi i

David Wight: Well | tho d to get is we don’'t want

is unde ' 0 put milk in the stores and so he doesn’t want
to pay an he would land in this milk and so he is doing more

may establish a
price of milk to
subsidy then they g

2.004per hundred weight subsidy but if he wants to drop the
00 per hundred weight they are making less with your
e making now right?

Joe Van Treeck: It is kind of hard to put an arbitrary $2.00, the $2.00
as an arbitrary figure out there in the (indiscernible) of everything else is stat.

Wes Eckert: Well the way to do that is just say the farmer guaranteed
through the State a minimum of $25.00 per hundred weight. That is what
these guys asked for and that he can pay what he can afford to pay and the
rest of it comes from the State. It may be $5.00 per hundred weight.
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Rhonda Boyles: The $2.00 per hundred is what we are going now right
Candy?

Candy Easley: Yes.

Rhonda Boyles: That goes away in April 2007.

David Wight: But is sound like the real answer is that there is that they
are subsidized to a tune of about $5.00 per hundred Because Joe is

providing $3.00 or $3.50 to so there is about a $3#00 per hundred weight
subsidy one way or another.

Gail Phillips: So maybe that could be . That we
recommend the season exists of all Mat Mai idi oducers and
recommend that those subsidies be trans

Gail Phillips: Immediately

Chad Padgett: That will Kill
that if the legislation isn’'t implemente pnible)4#to give to subsides those
are loans.

competitor e is a price disparity for that milk so |
want to om having discussions that Mat Maid. Because
Mat is there, so there is a disparity from what
Ma ng provided by the other provider of milk.

oe how would you do that. Magic wand how would

Well you could go to the extreme and say just like if
you were in the gther monopoly where you have a limited market for the
product somebody sets the benchmark price and base level price. | don’'t think
the BAC lies to do that. If you look at the regulatory commission right, they are
setting what the natural gas producers get, they are setting what ACS can
charge for cell phone rates you got an arbitrary third party disassociated player
that has looked at all the components that says here is what it is going to take
for a processing plant in the State of Alaska to earn reasonable level of profit
assuming they have certain efficiencies.
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Rhonda Boyles: So turn it over to the regulatory commission of Alaska?

Chad Padgett: Maybe | should (indiscernible) of where you are going.
We have another program called loan deficiency payments and we do this on
basically feed (indiscernible) what we will do is set a benchmark price so just to
make the numbers easy you are $100.00 a ton on you feed (indiscernible) we
set that benchmark price, anytime that the commodity or the buyers are
paying less than that benchmark price what we do and they are called loan
deficiency payments although they are not necessarily on @ loan. What we will
do on a federal level is make up that difference based formula. We set
that for each geographic area in the State. Typically t is on a county level is
that what you are getting at?

Joe Van Treeck: Well then you could i further and say
that a buyer for milk in the State of Al of Seattle or
something that establishes the benchmar

David Wight: What you do I think fir ost the processors are
in a market and whatever the market price is t they are going to have to
live with? Then if that doesn’t st which we say we want to
recommend to the State that they on't know what it is

but something like Chad describes ined that if it is less
then $25.00 per hundred weight a is going to be up and
down all the time well th ovided as a loan deficiency

payment equivalencg an stay in business. It doesn’t

for you the same thing for our federal

milk prog¥ar ‘ Class one price of milk $16.94 anytime
that aat ,and this is nationwide it is established
natjé er where you are at in time it is determined
that ou i i i ow that average we make up the difference we
make the B he milk producers in the country. So that is maybe

instead of 0@ ici payment we establish that benchmark price and |
think the deter iogf would be as the State and Fed’s who makes up the
difference and that @oes give you what your talking about more of your kind of
market.

Joe Van Treeck: Along with that there are two components with that
right Chad? The loan pays them 40% and it has a cap on production. So if
you are a huge huge producer and you are only going to get that deficiency
payment on the overall production you it doesn’'t umbrella every pound of milk.

Rhonda Boyles: Okay, do we in this group number one have the ability
and the expertise to write a statement that we can put in this report that we
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can all pretty much buy into that says there is some type of subsidy based on a
formula? What you have just been discussing do you want to write a
statement to that and can this group do it? Or do two or three of you want to
sit down and hammer it out?

Ginger Blaisdell: In this report it is a recommendation to the Governor
so some of it is factual here is where we are and some of it is just asking for we
need this in order to proceed? Can’t we just ask the Governor to make that a
priority and determine that and maybe the incoming Governor would pull
together some people and

Rhonda Boyles: Well Ginger okay Carol you ing your head.

Carol Lewis: | think this group shoul
expertise is here because essentially vy
programs.

eally think the
with federal

David Wight: It sounds like if you d ething te”start with |
am not sure if (indiscernible).
Mac Carter: Not only that

Rachael Petro: We have to
administration to look at it and say

gast they know where to start
oing to be the priority of the next

ore tangible we can get, | mean that is really the
Id,of done it in the last four years I’'m sure he

ertainly is the tool that | am looking for to take back
e BAC with some expansion and rejuvenation there.

do this is simply could you (indiscernible) class one price plus freight is what
the producer would get period. Anything above that they need to continue to
exist is paid directly by the State bypassing the processors.

Rhonda Boyles: Candy is having a heart attack go for it.

Candy Easley: Well how much?
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Ken Sherwood: We need to determine how much and when to do it.

Candy Easley: You are talking in per(indiscernible) that is going to be a
budget constraint every single year and so | think it is a good idea what service
are you doing to these processors and producers and the banker when | don’t
know every year if that subsidy is going to be there so how much?

Wes Eckert: The rest of the nation the other 48 states in the nation has
a milk price that changes every single month and they hgld the bankers and
everybody else that supports that understands that.

Candy Easley: Except that is why we are loosi t of farms.

Rex Shattuck: If you consider the si ilki s in Alaska is
smaller than a lot of farms | think it i ive from the

legislator. I'm not a legislator and I’ in this
particular case you can ask Gail. | bet to push
that on an annual basis because we budget.

David Wight: It is alread I . Islature just doesn’t see it
because it's over here in Joe’s sho o
meat processing facility all the mo

Rhonda Boyles: __And David ator is going to say Joe’s
arging Joe rent we are the

State of Alaska we ) it thi as a subsidy.

e is only on that side there is another $200,000 that is
being subsidized the loss on the meat processing so it is somewhere
between %2 million and 1 million dollars per year.

Joe Van Treeck: That is the reason why my number one statement up
there is important | think is if you haven't explained the value how can you
explain the subsidy? The cost benefit analysis strictly is what as a State what
are we gaining by the commitment.

Mac Carter: $49 million dollars impact on the State per year.
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Wes Eckert: Where did that number come from?

Rhonda Boyles: The was last brainstorming.

Joe we go back to your expectation right here, that you Mat Maid
because you are a State entity you have to break even, you have to be
profitable. So | am going to say as a legislator and as the Chair of the BAC. Joe
how much rent are you paying to the State of Alaska for the use of that facility?
You are going to tell me zero and I'm going to say no yourggoing to have to pay
me $4,000.00 per month now, so how do we determine way you want to
go? If we address one you will have to address the ot

Joe Van Treeck: Well | don’t think it is qui le because we are
also making improvements to the lease holder he owner is not

Joe Van Treeck: So it is not simply that are not writing a rent check
and beyond that | agree that if § all the costs for the milk
that is has to go back someplace & heg relationship that is
established.

e election is on Tuesday, we this needs to be ready on
he realistic person.

Rhonda Boyles: You started down this road just like you did at the
annual meetings so bale me out. What do you want to do?

Candy Easley: Well if we do that Joe what happens to these other
options that we have been discussing no production credits no price support
are you saying that simple as deciding that factor in this State is going to
appropriate a certain amount of money every year to pay that and all the other
stuff is off the table is that what you are saying.
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Joe Van Treeck: No actually what | said is we need to provide a value
statement for what the State is getting in return for it's investment.

David Wight: I think the answer to that question was first you elevate it
up to a level of here is the kind of money we are talking about now we want it
to be delivered in such a way as it drives some outcomes is what Gail talked
about in our measurements thing we are just not going to give it away and say
okay next year come in and so the legislative process would work on incentives
around productivity it would work on incentives around fo@d value and acreage
productivity on forage and things of that nature so yo Id expect for the
money you are putting into it to start seeing a chang

Rhonda Boyles: Is that truly able to be ied” n we actually do
that?

Gail Phillips: The State is based
measurements in every other entity an 0 reason
the Department of Agriculture should be exe

Rachael Petro: It come in th ause these two assets are
held by ARFL so actually | don’t : ivision of not doing
their M & M’s but they are but it is i LF piece as assets.

Candy Easley: Th put it isn’'t specific to the
dairies.

Rachael Pe 0. Mt. McKinley Meat or to Mat Maid

that is for sure.

that/that would it wasn’'t a subsidy but tried to tie it
as and over the years the producers just throw a fit.
to subsidize it I'm going to assume the producers will
‘ersonally | think it removes the incentive again. No is
ow with other programs like production credits that
arm more efficiently then fine but throwing money at it is
not going to fix this problem. Every year we will have this battle of
appropriating money and defending (indiscernible).

be just fine wit
we can tie i

Ken Sherwood: Well we are just making a recommendation and it
seems like in the short-term all we want is (indiscernible) we should come up
with a landed price, we should decide what is the outside price they are going
to get paid but a duration of one or two years on this thing and say okay if
these other things kick in we are going to change all this or re-evaluate
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whether this thing has any merit. You just basically your buying a short
period of time. | mean that essentially then you take a look at this thing and
say okay is there a magic product out there that we are going to get big bucks
for? Wasted time or should it be a family of four cows selling milk to their
neighbors, | think all you are really doing is setting a time frame to say we are
going to be taking a look at it and prop some of these guys up and we aren’t
going to prop them all up according to Chad, a couple of them will be around
next year so it is a time situation to value to whether there is a potential or not.

Paul Huppert: Basically they said this is a stop
is don’t you think that the legislature is going to de
time they evaluate that appropriation how long is i
going to go. | think that will take place no matter

d the other thing
d from the BAC every
do it, how long is it

Ken Sherwood: In reality they are goi ear anyway.

Paul Huppert: | think we have t
have to come up with this production cre
acceptable to make this think work.

going to
something

Rex Shattuck: Does the p
about establishing a base price in
measurers of quality not just quan
credit?

ation that plus some
ose into a production

Joe Van Tregé ellthe produdtion credit would be the offset between
whatever the o i

on th i isn't a process related thing as much as a
: to try to keep the producers in business and

ow do they do it in the real world? It is all market
driven.

Joe Van Trgeck: | hate to say this but in 2000 or 2001 Wisconsin was
loosing 1,000 farmers per month. Which is why California has become number
one dairy producing states in the nation now instead of the heartland?

Chad Padgett: Back to your question do you support it or don’t you?

Rhonda Boyles: We keep coming back to that and | think that my sense
is we support it for a period of time but we don’t support it forever. Am | right?
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David Wight: Rhonda | think one of our problems in answering that
guestion is at least to a large extent | can’t sit here and tell you at any level the
current producers others and maybe a couple of them sitting here at the table
are going to be able to make it on their own. So | guess my reaction is you do
the bridge while we transform to something else you give them a time to
introduce efficiencies and become more production and cost effective and then
if they can’t make it then what | would tell you that it is time for them to go
away.

Rhonda Boyles: So by setting the time limit on
all of this is basically saying that.

Rex Shattuck: So we said $2.00 becaus at where we are
right now. Is there a reasonable number th
making the statement for the two or three
amount?

David Wight: It is more like $5.00 to ct the meat
side and you collect his and $2.00 and some between $5.00 or $7.00 is
what is going on.

Rhonda Boyles: Which goes
the pros and cons and how much is

the recampnendations for the bridge but also
needs to be doing meanwhile to
it is going to do the studies, to do
10se recommendations as well. | kind of see those

ake

Id our approach just give me a yes or no here.
0 address the subsidies for lack of a better word that
the creamerie€
from the crea
do it and the meg ocessing. Do you want to do it separately? Or do you
want to roll it all together and say if we fix this problem this is a domino affect
which is the easiest to do in this report.

Wes Eckert: | think the meat plant is a separate issue; it should not be
rolled in.

David Wight: | agree that that but | think there is a summary line that
goes to the top that says here is what the total thing is costing and if you
(indiscernible) it is so much in each one of these areas and that is the only way
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you get a realistic look at what you want to do and how much it will cost you.

Rhonda Boyles: The real gray area is what the subsidy to the producer
is because in all of the testimony we don’t ever know what their costs are.

Wes Eckert: They don’t know.

Carol Lewis: They don’t know.

Gail Phillips: And then on step farther can
sustained in the State of Alaska without subsidy?

airy industry be

Rhonda Boyles: No, and | asked Joe relati eamery what is it
going to take to keep you alive for three years i illion per year.

Joe Van Treeck: | said about %
$100,000 to $150,000 just to deal with afety and
the security. There are things that we just

David Wight: But there
creamery that we will have to talk

Chad Padgett: Joe just a @ v i ondthe price support what
would be your comparison in bringi
the exact same mil
that always come

the secondg pare a 3.5% butterfat milk when you
can't s here in the market we don’t have a conversion
weig a problem is whose freight value are you
goi e market setter for price we are the market

seeker |t i pecause our volume isn’t big enough so | think
the freigh 0 be an arbitrary number not necessarily what our
costs to land@milk is. e grocery stores aren't paying what we are to land

the way through?
disparity in freigh

Paul Huppert: You know what Joe mentioned there is something that
we are all plagued with in the market in Alaska. The honest application of
freight (indiscernible) a problem. We just absolutely get the many.

Rhonda Boyles: So as | see it now this is a practical approach because |
am trying to move this forward. Ken said we are buying some time in mind |
think we are buying some time because there are some uncontrollable factors
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here that everybody will have to deal with. We may be back in this room a year
from now minus two, three or four whatever producers and we can’t solve that
problem the dairy doesn’t have the money to solve it and we probably won’t get
the State to give us enough money to solve it. What we can do is keep things
stable for another 12 to 24 months; we can work in the big picture take
another look at it in 12 to 24 months and make a decision. That means that
we keep the creamery operating as it is operating and we make the statement
that says nope Mat Maid can’t afford to pay rent nor can Mat Maid afford to
pay anymore than what it is paying to the producers per hundred weights. Do
you want to take the approach to just keep it stable an with our crisis in
12 to 18 months and more or less do what our ngressional delegation
representative asked us what to do and see if the s the moxie to come
up with some money?

Chad’s been
atis going

Joe Van Treeck: How are we going t
having because there is nothing discusse
to stop the inevitable activity in the
definition of crisis are we going to use beca i isi somebody.
Even if the industry is not in crisis.

Mac Carter: Well putti 3 here is only gone to
(indiscernible) we have this proble j
itself and it will die.

that we can do epthe awareness that this is a huge
problem right now weide ce so if nothing does change we will
not have the

don’t you just do it?

Chad Padgett: Well there are time frames at (indiscernible) you have
mediation it’s time frames are already built into our system. We have actually
put this off in some cases for years because five years ago we talked about a
short-term long-term plan it is the same discussion we are having here today.
We were asked to hold off though there was a long range plan we did now we
are at the point where we have new legislation, improper payments act of 2002
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is one of them, we have to meet that legislation now so we are at the end of the
rope and have held it as long as we can. Now what happens is our formal
timeframe when we start restructuring and we look at that and start looking at
foreclosures any of our next servicing actions? It takes about one year to get
there.

Wes Eckert: Have you triggered it at this point

Chad Padgett: Yes.

Wes Eckert: You have triggered it.

Chad Padgett: We had to. We are under a%gquire t nationally where

have a choice we have to do it and that n't dot and |
right or cross a t on the application we i es that

Wes Eckert: S O IS a year from now it nothing
happens your 20 you are getting from the current local

go bye bye i ould be as far as Mat Maid goes is that Mat Maid is
in the same pe@sition i aren’t subsidizing him at this particular time we may

Rhonda Boyles: That is a possibility. There is also a possibility that that
little bottling company could continue to import and provide jobs and make
juice and make cottage cheese and deal with it's issues. By bringing everything
from outside in. | am I right? It would probably be a little easier if you didn’t
have to pay higher local prices.

Joe Van Treeck: It all depends on how you are going to do the measure
and it depends on what the price of milk is outside. Last year just on a
straight differential basis they were less than $15, 00 differences in cost
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between imported milk and the milk bought locally because of the price of milk
outside and the run up in freight costs.

Gail Phillips: Is there any problem in getting the milk outside to
supplement if these producers are gone?

Joe Van Treeck: Producers in the Pacific Northwest only utilize only
about a third of the production for bottling purposes the rest goes into
manufacturing products. Now, if the market is strong ygu could still have a
problem because there is shortages of milk in other par e country can be
diverted to date we have not had a problem accessi ilk it is the question
how much can you afford to pay for it.

Rhonda Boyles: And that would be an i k at it to.

mean those cows won't be milking so o dairies
closing down would have an impact but Don every time€ those come
available particularly with the border closure h s and few the others buy a
few so it isn’t going to be totally the stopping that production.

Candy Easley: | a doesn’t want to take credit
for this idea on thg thing you have to”be really careful on how it
impacts the othergp: don’t want to making such a sweet
deal that the De ing i o sale to Mat Maid so it has to be

ay, help me understand what we do with this recent
ust surfaced. Do we deal with it collectively like David
said we do a sta t that says this is what is costing every portion of this
four legged stool BEere is the total and go through (indiscernible) go through it
that how you want to deal with it?

So what we are going to need from you Joe and you Don is the price you
are paying to the producer how much of that is in appropriately high subsidy.

Don Lintelman: Well we are paying $.50 over $19.00 a hundred weight
on 3.5 milk what we are using up there but down here | think we are paying
$22.00 something and we have to come down to get it so that is marginal for us
right there but what were but if we had more volume t go through the plant
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we could justify those costs but we don’t have the volume. Also labor labor is
another thing we don’t have a lot of and we can't just pick and choose whoever
we want so it makes it pretty rough.

Joe Van Treeck: If I might and in chatting with Wes on what goes on
outside | would say the cooperative world outside because most milk to bought
through a coop today in the United States but there is other dynamics because
you have reverse activity as well for example there is offsets for marketing that
coops collect, there is offsets for the administration, cgllaboratory analysis
what do | use what is our benchmark to establish the di ce between what
is a subsidy and what is not because its just not th ct that we got up to a
$1.00 bonus and you might get $.15 outside ut we don't make
assessments either. We don’t collect money fro ers to help offset
our administrative costs.

Candy Easley: Yup. > et into your expenses.
Cash in their pocket tha i above the market price of the
milk.

Chad Padé

s that number. You have lunch and

to the extend that we need to understand the federal
> different from the lower 48 so that when we start
ator we no we are equal or lower or higher. Right.

subsidies that
working on a co

Paul Huppert: Well we are including federal subsidies up to what gets to
that $25.00 benchmark.

Candy Easley: If the feds are paying we don’t pay, but we need to know.
Rhonda Boyles: Chad.

Chad Padgett: The only thing they are getting as subsidies is loan
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program which varies by loans and if the only one.

Rhonda Boyles: We need to put that in there. Okay, let's do one more at
least let’'s wrap it up before we break for lunch. We all decided that the
subsidy that's a broad term should come from sources other than the
Creamery but what we are saying now it that we will define it, it is now being
paid by these areas and this State of where we have to offset that right?

ittle bit and do we
rent and there is
If they want to
support dairies and to do that they want to do th reamery provide the
cost structure for them through whatever struc care, we don’t do
we. We just don’t want the creamery as a busj i it on its own.

David Wight: Rhonda | thought about that for a
really care where the subsidy comes from so long it is t

Gail Phillips: In other words the
the creamery rather than directly to the

diyectly to

David Wight: We don’t care what for takes or whether it is a
creamery or whether it something else we just
(indiscernible).

the Fed’'s. We take @t government we have to take
the processors in e take the, milk production part of it the money

maybe.

hat we do with Mat maid and Northern Lights
dairy twice ives us the production records $2.00 per hundred weight
i to the producer.

Rhonda BG . Help me out here we did make a statement that we
wanted to continug to after that which is going to be about ¥ million per year.
Okay, Carol is going to write the overview statement. Are we going to write a
statement on expectation we have more or less beat that up by saying we are
going to recognize subsidies right.

Rachael Petro: | think it needs to be more than that right | think maybe
(indiscernible) correct me if | am wrong but your expectation of each unit is
that it is okay that we definitely need to identify the subsidy but we need to
identify why we are subsidizing it and what t he cost benefit analysis of | mean
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it doesn’'t need to be super technical but it is part of the stool holding up the
seat holding up the dairy industry but it just has to be articulated and granted
these expectations could be changed by the next administration or even the
legislature and that is okay, but we have to base our recommendations on
something and that is (indiscernible) in those expectations for those two in
particular.

Joe Van Treeck: Let me expand them a little bit. The first thing is that
a person could say besides the (indiscernible) cash subsid the State is also got

accounts with Mt. McKinley Meat and Mat Maid. I was talking about
about expectations in the context that is on th the profit driven
i i for what we are

you keep hammering this you put a hec tors when
they think that where we are tryin i
expectations were over there. | think we nee hat is the expectation
what the output |s if you expect these thing generate. Is it profit, is it
the stock market what is

Candy Easley: Couldn’t it be €
does it have to specific

don’t know howT : .
and lot of our stuff we do. We talked about this granola
we would b our soy bean if we could get | here,
but we geb.i . We are just a small company our self it is
utilizigl© /e can i : . If we are not here we are not utilizing it.

: s hrough how many things did they utilize in
the State g in and everything out. What are we going to

the whole comm

Rhonda Boyles: Along with this section is statement of challenges and
you wanted to review those of what we just talked about Rachael.

Rachael Petro: Sure, the challenges high debit users in the Pt.
MacKenzie area, lack on infrastructure as support and most of all lack of
commitment from the State of Alaska specifically in the Department of
Commerce and Economic Development, Department of Natural Resources and
the Alaska Legislature. Canadian border closure to cows and breeding issues,
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small market for cull cows.

Rhonda Boyles: | would accept a more sophisticated statement of any
one or those statements of challenges but | think that they need to be pointed
out we spent time talking about breeding issues and cull cows.

Ginger Blaisdell: (Indiscernible) the Canadian border closure on cows. |
know that Senator Green had made sure there was a $500,000 appropriation
made.

Ginger Blaisdell: Not $1.00 of that ap
checked up on it last year. Not $1.00 that
somewhere.

as been spent |
sitting in DNR

Rachael Petro: My understan

Ginger Blaisdell:

Rhonda Boyles:
rea that/fs more (indiscernible) as far
ing to talk about how many dairy
ears ago, 10 years ago and today.
ort? It will show that this is what is

as numbers. |
producing cow
Should we make tha
going on.

results going to be. In five years from now are
e same as they are now if not worse. | don’t see it;

Rhonda Ba - Well that has got to be a legislative decision.

Gail Phillips: Those questions have been asked repeatedly over the last
15 years that | was in the legislature and they were never answered and more
money was always dumped in.

Rhonda Boyles: Somehow now this report is going to limit that to a
three to five year plan if not sooner. | think we are going to be all standing up
in 12 to 18 months going what do we have.
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Wes Eckert: Well | still will say what | said in the opening. If you don’'t
take the lid off all of these issues and explain what is going on. | guarantee the
average legislator and the average person in Alaska do not understand what is
going on. If this committee doesn’'t take the lid off and say this what the
situation is | think we are negligent frankly. Good or bad and say okay this is
where we are at and if we want to (indiscernible) this is the price. Until we do
that | think we are spinning our wheels.

Gail Phillips: That should be in our overview statement.

Rhonda Boyles: Or in the summary statement.

Rachael Petro: The power of this commi in that overview
statement you are making a factual report, yo this committee
has done the work of asking ourselves the i ve not come
up with a solution for it but we seems to ugh we
are spectacle and throw some more mo
of the State put another plan together. o five years will have a
completely new legislature.

Rhonda Boyles: |

upsetting the whole apple cart be will be upset with or
without us anyway. eriously over the next 12
months and have sqg ity to this report and | don't

the Chair of the ‘ ) the next Governor that says we are
going to Ioose these . « , we don’t have any dairy cows, the

hear that creditability academically. You know what | mean.

in as testimony would suspect that the object of this committee is to
produce a report might not be totally academic, may not is not totally
political that can pe used and referred to and | ask that question because the
transition from that is this a report that members of this committee are going
to sign?

Rhonda Boyles: | think so. | don't intend to just give it to the next
transition team and let them bury it in archives, this is going back to the BAC
and I'm going to say here is our program of work on dairy, now what are we
going to do about Paul’'s carrots. We have the whole agricultural issue, | am
going to use this to try to empower and broaden the BAC and we haven’t even
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gotten to the creamery but | think one statement we need to make
(indiscernible) right now today is that we have to take a look at where we are
going with the creamery and to do that te creamery corporation board of
Directors must mirror the issues that you are going to hawe to evaluate in the
next 12 months and that would be privatization, possible re-location, size
revaluation, logistics study okay. By just dumping the BAC over into the
creamery we have not got the skill level that we need to address that six million
dollar asset for the State that is one big position that has to be said Joe. Are
you can’t move off (indiscernible) that is a practical statement. So have some
lunch and when we come back we will look at some cr, issues and Mt.
McKinley Meat and Sausage.

Rhonda Boyles: Okay one hour for lunch.

END OF TAPE 2

Rachael Petro: ..... saying we don’
solution for it, but we - it seems to me
we're skeptical, but, you know, throw some
chance to - or while the legislature, you know,

nning back in 1981.
ere between soft-
whatever and not

going to be upset with or

Rhonda Boyles: | understandy
shoeing it and keeping congressional |

And | don’t have a pre iRg that as the chair of the BAC. But | do have a
problem as_the ir of IMg a report to the next governor that
next summer. We don’t have any dairy
. Anybody want to take that report forward?
omething | — something | — trouble with

is adransition report. I've heard that said. And |
think hone r that, it loses it some credibility academically.

legislature we get scernible) reports frequently that are looked at, reviewed,
discussed, brough#”in as testimony. And | would suspect that the object of this
committee is to produce a report that may not be totally academic, may not be
— is not totally political that can be used in and referred to. And | asked that
question because the transition from that is a — is this a report that this —
members of this committee are going to sign?

Rhonda Boyles: | think so.

Mark Neuman: Okay.

Rhonda Boyles: And | don’t intend to just give it to the next transition
team and let them bury it in archives. This is going back to the BAC and I'm
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going to say here’s your program of work on dairy. Now, what are we going to
do about Paul’s carrots because we have the whole agriculture issue. And I'm
going to use this to empower the - try to empower and broaden the BAC. And
we haven't even got to the creamery, but | think one statement that we need to
make emphatically right now today is that we have to take a look at where
we're going with the creamery. And to do that the Creamery Corporation board
of directors must mirror the issues that you are going to have to evaluate in the
next 12 months. And that would be privatization, possible relocation, size re-
evaluation or logistics study. Okay. And by just dumping the BAC over into the
creamery, we have not got the skill level that we need to ss that
$6,000,000.00 asset for the state. That's what — one big position that has to be
said, Joe, or you can't move off dead center. That's ical statement. So

Gail Phillips: Before we do under
challenges.

Rachael Petro: On producers?

Gail Phillips: Uh-huh (affirmative).

Rachael Petro: Uh-huh (affitmative).

Gail Phillips: | think we ne
(indiscernible).

Rachael Petro: It's already in

Gail Phillips: Okay. It wasn't i .

Rachael Petrg , these while you guys were
working.

Rhonda BOYy

summary to @ led again. Joe, you know more about the creamery than
any of us. Unde g'a look at what I've done there and let’'s — we'll be

But | want tg"spend about 40 minutes, no more than 40 minutes on the
creamery. And we spent 20, 30 minutes on Matanuska - or on Mt. McKinley
Meat & Sausage. We're going to do it because we got to get to some substance.

All of us in this room know that probably the best and logistical,
practical thing to do is to say we've dumped millions of dollars into this and
we’'re going to be — putting — asking to put more money in. And it hasn’t been
successful so far, why are we — how are going to justify more money? That's
bothering me as much as it is a lot of us around the room. But you just cannot
shut things down tomorrow morning.
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This report going to the legislature that says sell creamery, sell Mat Maid,
let the producers figure out where they’re going to go, that's not going to
politically fly. So we have to do what we can, understanding the politics. And |
just said, if we did - if we took everything away, Don, you'd go away. You'd be
up there.

Don Lintelman: Yeah, probably would.

Rhonda Boyles: Yeah, you'd be up there all by yourself doing what you
have to do. The producers would go, it's not an option. We have to continue to
plug through this. But what we do is we also can’'t go to thg legislature and let
me tell you, the bill's going to be $1,000,000.00. By the e get through
documenting everything, we’re going to be able to be d to say we need
$1,000,000.00 and we're already spending this mu bsidy and it can’'t
continue.

So in order to do that, | think we have t . That’'s why |

then | think we need to make some stat lately do
the following. And we come up with four or fi I at it’'s our Onus, it's up
to us to say we are going to do this and it’s goi make a difference. And we

everything. The challen i ood safety, would you
agree with that?
Joe Van Trgé:

that. You can give me numbers that

show m i ts how IT's decreased, right?

hat's correct.
at’s true of any business.
want to bring around the WIC situation. That's what |
wanted to use an ple of. That’'s why | said that. Do you want to just ignore
that?

Mark Neuman: No. No ability to control price on shelf in the local
grocery stores. But do we have an ability to have any say on price to other state
agencies, that we're trying to sell the state agency or federal agency?

Rhonda Boyles: | think we talked about that this morning when we put
a statement under the producers that we need to re — did we use that
contractual statement yet, Rachael?

Rachael Petro: Yes.

Rhonda Boyles: That we need to evaluate.....
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Rachael Petro: Oh, you know, I've looked at this stuff and — so much.
It's in there somewhere, but.....

Rhonda Boyles: Yep. (Indiscernible) go back and find that.

Rachael Petro: I'll open up these other documents.

Rhonda Boyles: Okay. We do have an older equipment, physical plant,
which will require — there’s your number, Joe, you gave me — one to 1-1/2
million over the next three years.

Joe Van Treeck: | changed that will to could. In other words, we don’t —
| couldn’t come up and give you a list of things that were g@ing to cost a million
to a million and a half dollars.

Rhonda Boyles: Could.

Joe Van Treeck: | just changed will to coul

Rhonda Boyles: Got it. Greg Galik told us les nationally are
decreasing and flat.

Wes Eckert: What does that have an

Rhonda Boyles: Good point. Take j

Wes Eckert: | would ask - that’s i oing to
ask. What does that have to do with this, if | ittee?

David Wight: It doesn’'t belong there, b - has part to do with not
being able to establlsh prlces It's

Carol Lewis: Well, another thig » support the statement
is that the consumptio I e State of Alaska follow
those of the US, becg indisce e. And most likely the milk
easing and flat in the US, then you
at gn (indiscernible).

Rhonda Boyle that they're flat, but we're still

holding 40 pe

Vhich one? The milk sales.....

Rhonda Ba 3. Milk sales nationally are decreasing and flat. Or we can
go back and address it under opportunity.

Rachael Petro: So do you want it deleted?

Rhonda Boyles: For right now.

Rachael Petro: I'll just (indiscernible).

Rhonda Boyles: Okay. The next two statements, cannot afford to
increase the price to producers without subsidy. We've already gone over that
before. | was just trying to reinforce the fact that the creamery can’'t subsidize
the producers and continue to exist.

Paul Huppert: You know, one of the things | think you have to point out
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here too is the cost of marketing for Matanuska Maid is almost double for what
it is for competing products primarily because they will not stock those shelves.
And they limit the time of delivery so consequently it took more personnel to
deliver it and they have to - Matanuska Maid had to hire people to go around
to the stores and do the stocking. And that increased that cost a lot.

Rhonda Boyles: So we can add a statement of that effect. Joe, do you
want to articulate it? Labor costs high.

Joe Van Treeck: | guess I'd go — kind of go back to the way Wes
handled the other one, is | don't know what that — | mean, ave're talking about
subsidy to the producer and | guess it's — the way you'r Qg about it is that
it's a way to support the reason why we can't. Is that other words, | don't

the producers are a part of Mat Maid that are i i ow locally about
40 percent of what Mat Maid produces. Whi

lower from Outside than what they're g
milk. But also, you know, if we look at a mil
next three years -- we just talked about a milli

ion and a half over the
a million and a half. Now

dollars on that pass-through subs 2,00 per hundred
weight. You know, do we save a mi : i e as a pass-through

subsidy? Do you tie the two togethe weire going to give a million
to a million and a half tg i he producers over there
as a different entity? 7 :

Rhonda Bo orning we decided to kind of classify
them, Mark, as & S€ the total amount. In other words,

we have to show tha e to stand on their own. Mt.
McKinley & the producers, they all have to be
able to sg gle) t they're interdependent. So we want to
separate i ivi at we're subsidizing each individual entity
ang g that — did | misinterpret what we did today,
earlier 1@ OU up, Sir

2've already talked about communication with existing
producers is a di issue. So we need to take that out. We've already talked
about some collabgration, right?

Wes Eckert: Yeah, | think that's a negative statement that won’t get you
anywhere.

Rhonda Boyles: Yep. That's right. | was - after two hours on a Sunday
morning. Okay. Current opportunities? Did | miss something there? Greg
talked about value added product and lines. That's what's making money,
that's what Joe’s doing. Statement about the market share at 40 percent due to
excellence and quality, diversification, emotional commitment by baby boomers
raised in Alaska. Is that true?
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Unidentified Speaker: Uh-huh (affirmative).

Unidentified Speaker: Yep.

Rhonda Boyles: Okay. We are co-dependent, interdependent with
Northern Lights. So like | said.....

Wes Eckert: Well, | think you need to clarify that previous statement.
Joe has clarified it as being Southcentral.

Rhonda Boyles: Okay.

Wes Eckert: | mean, you can’t — you know, he indicated that you can’t
declare the whole State of Alaska, Juneau, Ketchikan, Sit Nome, Barrow as
far as his market share.

Joe Van Treeck: Right. So Southcentral woul
the last word there (indiscernible).

Rhonda Boyles: Okay. Got it. The next sta ink we — is that
okay to leave in there or is that — should we m i general?

Wes Eckert: Which statement is tha ird.....

Rhonda Boyles: Continue to bala
Dairy in Delta allowing the industry to I . Is that
what we're doing, Don?

Don Lintelman: Yeah, it's what we're d

Rhonda Boyles: | mean,

Don Lintelman: Yep.

Rhonda Boyles: To subsidizt

Don Lintelman:

Rachael Petro: ) :
would we understang : ig’one sentence, would we
understand that?

in front of Alaska and

: Anker a week.

Rhonda Ba 3. We need to write a statement about that.

Don Lintelman: We did five tankers this last month. This month here,
October.

David Wight: Of locally produced milk.

Don Lintelman: At 3,500 gallons a time. If we can figure that up.

Gail Phillips: How about just take out all that continue to balance milk
demand between and just put supply?

Rachael Petro: That's what I just did.

Rhonda Boyles: Continue to balance milk supply between.....

Gail Phillips: No, just take that out.
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Paul Huppert: Take it out.

Rhonda Boyles: And just say.....

Gail Phillips: Just supply Northern Lights Dairy in Delta.

Mark Neuman: Could we add in there with locally produced milk?

Don Lintelman: Yeah, | think we should.

Rhonda Boyles: Sure. I'm looking at you because do you always get
locally produced milk when you get from Joe?

Don Lintelman: Yes, always.

Joe Van Treeck: Until the day we don’'t have any t

Rhonda Boyles: Right. We're not going to talk ab
the end. Yep.

David Wight: So why do you write that in t

Rhonda Boyles: Because it's a co-depende

ive him.
at until we get to

Mark Neuman: Because | feel that pport
our local producers. | mean, our local p up to
Northern Lights. When he doesn’t have enou they get
their milk from. And that’s the only — because vertises made in Alaska
milk.

Rhonda Boyles: Everybod i i , review the
composition of the board of director tion of goals for the

entire industry. And | think we need
Wes Eckert: Which board of dixe

Mark Neu : A question@bout that. And this is a question I've
asked Rachael a
members on the exe
up five of the ery board.

ell, the executive board is — no.
Joe vVan : JIt's not an executive board. It's an executive
committee.
Rhonda Ba 3. No. It's an executive committee with the board of
directors of the Crgamery Corporation.

Mark Neuman: So the executive committee of Mat Maid is five of the
seven members of the creamery board?

Rhonda Boyles: No.

Joe Van Treeck: Let’s start over. We've got the Board of Agriculture.
From the Board of Agriculture at the annual meeting this year, four of the
Board of Agriculture representatives were appointed to the Creamery
Corporation board of directors. Its total is seven. So there’s three that aren’t. Of
that seven, there was an election held and the chairman and actually the vice
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chairman both are Board of Agriculture dual members. The third person on the
executive committee is David Wight, who is outside the — you know, he doesn’t
have any other interest in the Board of Agriculture through his position on the
creamery board. And of the seven, there’s also one member that's a dairy
farmer.

So the Creamery Corporation is seven people. Five are from - four are
from the BAC; three are not. And the two executive officers are from the BAC
by election. It's just by election. Does that make sense? The executive
committee are the officers. The chairman, the vice chairman and the finance
representative, David Wight.

Mark Neuman: Does Mat Maid have an executi

Joe Van Treeck: No, it has a board. It has
Executive committee. Uh-huh (affirmative). Like ydd'd ha
committee, or you'd have a finance committee

Mark Neuman: Are members of that i art of the
Creamery Board also?

Joe Van Treeck: They are the -
There’s seven people total. They have dual ro
there’s three that have dual roles.

tive committee.
operations

in that seven people,

\ ow can we — you know,
and | think there may be even a le know I've talked to
Dave Marquez if there was a questic ers of the executive
board or board of directors of Mat Ma f embers of the creamery
[ at Maid, it's kind of —
they’re all the same g J ide @versight if they’re the same

5 thes&hareholder, because they're the ones that we
eeting.
appoint the creamery board, right? The Board of Ag

executive committge from its membership.

Mark Neuman: Well, | think just review the composition of all those
boards to make sure that we have proper oversight, that they should be
different people looking at these, so that you have different eyes looking at
different situations. | think that’s the whole idea of how this works. So | think
this — it's a very good question that we should review the composition of the
BAC, the board of directors and executive board to make sure that we have
proper oversight.

Rhonda Boyles: Okay, Joe, how many of us are on — this is the BAC,

Dairy Industry — Ad Hoc Committee October 31, 2006
Meeting Minutes Page 62 of 103



right there.

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

Rhonda Boyles:

And so then go to the next column and put CC. Okay.

Me.
Yeah. And Mac.

Mac. Ed.

And Ed.

Carrol.

And Carrol. And.....

And Vicky Trytten.

Vicky Trytten and David Wig
Common players.
Oh, Ron Long.
And Ron Long.

Joe Van Treeck:

Rhonda Boyles:

Joe Van Treeck:

David Wight: Then you need a descri
committee does.

Mark Neuman: The exec
operation of Mat Maid.

Joe Van Treeck: The execut

decisions.
Ed Fogels: that actually directs (indiscernible).
David Wig or the creamery board. And

anything that is req
executive comiRittee.

problem with that make up — and of course, | sit on
that there is a majority from the BAC on the
Creamery CO
regulations in S
holding a BAC me g basically when you have a majority.

Rhonda Boyles: Which brings in a whole different — anytime there’s
more than there people, you have to publicly announce, advertise. It brings on
a whole different dynamic so the private corporation that's supposed to be run
for profit actually being public — a public entity because the main shareholder
is a public entity. And it's been extremely compromising.

Paul Huppert: Yeah, | don’'t think there should be four members.

Rhonda Boyles: But here’s where we need to go. If you finish going
down through the statements, the second one is a warm, fuzzy statement for
Joe so he still likes me because | yell at him all the time. We can leave that in
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there. | think that’s fine unless somebody wants to take it out or you have any
issues with it.

Rachael Petro: Which one?

Rhonda Boyles: The one that says Matanuska Maid Creamery has done
an exemplary job, blah, blah, blah. Then the second paragraph, to build a new
creamery would cost up to 40,000,000. Could cost up to 40,000,000. It would
have to be relocated to a new and larger lot for the following reasons, right? An
investment of one to 1-1/2 million over the next three years will be necessary
to continue to operate the existing facility and make some godifications. There
is no alternative at this immediate time to purchase the produced
product and keep our dairy industry alive.

Wes Eckert: What does that mean?

Rhonda Boyles: That means that | guess t ive would be
Northern Lights so that’'s not a true statement
Delta. So we can take that last statement ri

Don Lintelman: Well, we couldn’t

Joe Van Treeck: Yeah, | was jus

Don Lintelman: The (indiscernible) t

out*of there.
all the milk.

t a clarifier in there that
there would be more
sell through.

, 90 percent of the

said that if the creamery wasn't &
supply than demand through the

David Wight: If you close the
market for local milk goes away.

Rachael Petro:

Rhonda Boyl replac g the last sentence.
ing on the sentence before that. Can
you repeat it?
David nght : exact thing, but you take all the

; yjou sell to Don. And other than that, is
e local milk? That would be the
ment is attempting to get it is that if you
arket for locally produced milk, except for
that he buys, goes away. | think that's what |
it. And that's where, Rachael, | said a number, but |
it's a large percentage, you know, of 80, 90 or 95
local milk goes away other than what Don already
markets and wha e we sell to him. Is that correct?

Wes Eckerty”Yeah, | understand where you're coming from, David. But
we have never said that Mat Maid is closing the doors necessarily. We've never
come at it from this direction. You - in a previous paragraph you say, although
Mat Maid’s label, identity and loyalty as well as value are at all time high.
Maybe. This is not enough to survive. What does that mean? | mean, we have
never said anything along those lines necessarily.

Rhonda Boyles: We've not discussed it in this committee. | don’t think
any one of us has articulated that we're going to close that dairy down. But if
we don’'t make the modifications necessary to that plant, will we have to close

don’'t know w
percent of the
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down?

David Wight: Do you want me to be the contrarian?

Rhonda Boyles: Yeah.

David Wight: I'm the new kid on the block relative to this business. And
here’s kind of how | see it. The creamery has worked very, very hard for 20
years to keep themselves in business. But the changing business environment,
which squeezes the margins, the aging of equipment, the new federal
requirements around that, are all putting substantial economic pressure on the
creamery to be able to stay in business.

| don’t know what other people think, but I perso
something being done, somewhere in the next three y
Matanuska Maid as it exists today goes out of busi

ink that without
s to 10 years,
t this is what it

looks like. And then - so then you have to say whatdo yo nt to do. Do you
want an agriculture here, and if you want an I ou've got to
have somebody that handles the milk. And aid or some
other model.

| looked at
s, you kn
the equipment, I've looked at the space he’s in. it's really, really
being changed around

And why do | say it goes out of b 20 years

, looked at

that. And it's going to take some c .
Don Lintelman: Well, what ion like this. If

> it’'s going to come off
onto me, probably 90 pe it. is is, is because we sell
Joe’s byproducts. Ag e stores, we need his
byproducts. So weire hose stores if we don’'t have it. And the
next thing is tha i imhere into the state with either Joe or
myself gone, the wha prices going to end up in these

stores? Thesege e with this thing and they could -

at they’re not going to be able to and - or
merge, yo A0W. e | said, it would be $8.00 a gallon and then these
ini ause of that if we're not here.

Paul Hup ou know what Don says, | think we've had an example
of before. And | tf ve reiterated that before. But in the Matanuska Valley
and Seward and throughout here, we had egg producers. And these stores went
49 cents a dozen week after week. You know, and when they Kkilled off the last
egg producer, | have never seen 49 cent a dozen eggs since then.

Rhonda Boyles: The issue that we have to face is that there’s a reason
that Joe said let’'s look at privatization. The ongoing situation is not acceptable,
is it, Joe?

Joe Van Treeck: No, no. The business won't survive the way it is.

David Wight: Wait, let me challenge that. You know, in all due respect
to our chairman and to the CEO of the business, when you say the ongoing
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model, | — to me that means the way we go about subsidizing local producers
because he doesn’'t have enough money in his system. But if you didn’'t have to
subsidize things, he might be able to find a way to run this business for a
longer period of time. But then the next challenge is, is the space, the age and
other things around his facility and the increasing security and other
requirements around it.

Wes Eckert: But can | ask another question of Joe? In our previous
statement, we were looking at instead of needing a million, million and a half,
should require or may require a million, million and a half over the next three
years because of obsolete equipment and stuff like that. 've got an
infusion of say - say you had a profitability - you and Iked just before
lunch. And say you didn’t have to pay these high pu roducers and you
paid a reasonable price to producers and you ma i ucks a year. And
earmark that for new equipment and upgrade ildi refrigeration
system and, you know, all kinds of things, system,
whatever. But you earmark this million d

for 50 years. Now I've had a dozen @ e or six different

heads to that ax, but it's the same a e thing like an old car. You
know, if you've got enoug hat car will run for a
long, long time. It's i jost factortes. You know, you can
replace a motor, 3 i filler and whatever. And if you got the

biggest challeng
the systems, the agement systems around the security and safety issues
that both the govepnment and our customers — not the consumer - the
customer want to have in order to assure that there’s no liability for their
product, for what they’re selling of our products in their stores. And, you know,
what we’'ve been watching is that the customer actually is almost more
aggressive in demanding change than the government is. Because the industry
itself doesn’t want oversight, doesn’t want more intervention in their business
model. So they’re establishing their own policies that are causing, you know,
suppliers to have to gravitate towards. So like with the insurance thing that
Gary Beu was talking about, the liability.
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Wes Eckert: What | see your long-term vulnerability is milk supply and
that comes down to the bottom line. And not plant. So we're going down the
road about the plant shutting down and I'm just struggling with that a little bit.

Rhonda Boyles: Well, understanding this is just like a draft to start
working from. | expect you guys to mark it up, okay? Try — Ken.

Ken Sherwood: Well, this is just a small point, but if you're advocating
for Mat Maid and you think that whatever local milk is produced should be run
through Mat Maid. | don’t think I'd made a statement to build a new creamery
it could cost up to $40,000,000.00 when the producers arg,saying give
$650,000.00 and I can sell you milk. I think you should know, that's
both - probably neither number is correct. And one’s reme one way, and
one’s extreme the other. So just - since | think the ould market this

think you should kind of either strike that or ar amount.
Joe Van Treeck: Or you could just s i ery could
be expensive.
Ken Sherwood: Yeah, exactly. D ou have
a number. And you don’t know what the nu i
Rhonda Boyles: Okay.
David Wight: And | think That's a lightening rod.
And it will be used to discredit whe ivi
don’t need that.

Vell, | don’t think you can really say that until you have
the numbers. Like much would a lease and how much — | mean, I'm
willing to bet that Joe and Mat Maid is actually, you know, it probably balances
out or maybe tips one way or the other. But you can’t really — that’s like, you
know, | mean, you can’t say - it could be either way.

Rhonda Boyles: Joe, are we subsidizing with no lease payment?

Joe Van Treeck: | don’t believe so.

Rhonda Boyles: Mark, does the legislature believe that?

Candy Easley: Disagree.

Mark Neuman: No. In my opinion, we don’t. Because | look at it as
investment capital. An economic engine in our state is an investment capital
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into our state. You know, the state owns the 1,000 shares in Mat Maid. But
what does the state get back out of it as far as an economic engine? We get
$20,000,000.00 worth of economy in our state. Is that a subsidy? Not in my
mind.

Rhonda Boyles: Okay. Do your peers — do you have a problem selling
that to your peers?

Mark Neuman: My problem, I'll tell you right flat out on the line. My
problem that | have with my peers in management - | don’t know if it's
management. Labor is always expensive. It may be the structuring of the

wrong or indifferent? | think it's wrong.

Rhonda Boyles: Politically correct.

Mark Neuman: It's politically correct,
mind | think that everything needs to be laid o
we have to do to make Mat Maid
| — 90 percent — well over probabl
is labor. And | think that probably
and right now, we're seeing labor all
United, look at Ford Motor Company,

ight. You Know, in my
the board to say what do
oing to be — I know when
st of my business
sinesses. You know,

tay alive. You know, is this
ow much was your sales total?

ake up $1,000,000.00, you know, or
ais year, or to try and make up that

W, are we looking in everything here.

t - okay. Okay.

ean, that's — you wanted the opinion of what my
at they tell me.

Rhonda Ba 3. Okay. So tell me, do we subsidize with rent? Which.....

Unidentifieg . I wanted to hear what Candy had to say. She
was jumping up and down.

Candy Easley: Oh, | disagree on that we're not subsidizing and the
shares are held by the ARLF, we received that because of defaulted loans. And
the ARLF infused a lot of money into Mat Maid that we’re not getting back.
Now, in theory if we sold it, we'd recover. If anyone wants to make an offer. But
it's not only the Anchorage property. It's also the blow mold and we have a
very, very prime piece of property sitting in the middle of the City of Palmer
worth some money that the Mat Maid doesn’t pay anything on. Now, you pay
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the taxes, the insurance is there, and absolutely it complements — I'm not
saying that they shouldn’t use it.

But if you had to go out and rent a warehouse and facility for that blow
mold thing, that would cost you a lot. Plus, any other business would be
paying in their debt and on - you’'ve done a great job, but every dime that
you’ve made has been in capital improvements, badly needed, but no payment
was made on - to your shareholders. So | don’t know that I'd call it a subsidy,
but anybody else operating that, it wouldn’t be a wash.

Rhonda Boyles: David.

David Wight: The business model - see, | can agr
just heard and still say it's not a subsidy. Put it in a
corporation owns Mat Maid. They look for repatriati

the analysis |
ness context. The
nds, which is

something else. They take all those things i
corporation would look at something like

something else because I'm not getting a rate o rn on my investment.

So then you say, well, why : t of the reason you aren’t
is because the business model has ide a way of keeping
other businesses in place. So mayb ate of return. | think
the representative said it well. We've'd IS to provide
employment and an agri don’t think rent or no

rent in this case is 3 . But it's/not performing the way you
want it to in term less you're satisfied that the money
that normally weéu S, in this case the state, is okay

that's their investment, their decision.
o what we have to do is, Joe, you have to get a
number here tha how much are you paying above and beyond to those
local producers that is considered subsidizing the local producers. Am | right?
Isn’t that the question that we keep asking?

Paul Huppert: | think everything over Seattle price plus freight is a
subsidy.

Rhonda Boyles: Okay.

Candy Easley: | thought that’'s what you were doing now.....

Mark Neuman: Yeah, buying the same grade of milk.

Candy Easley: ..... with the new scale.

Rhonda Boyles: That'’s got to be Joe’s call in this report.
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Paul Huppert: Whatever the competition to ship that same grade of milk
in, plus - the sale price plus freight for that grade milk is a subsidy. The same
grade that they get here.

David Wight: Can somebody help on this grade thing? Because | keep
hearing it and | can't.....

Paul Huppert: The fat content.

Rhonda Boyles: Okay. We've been over this all once before.

David Wight: | know, but | don’t understand it.

Ernie Hall: Yeah, if David wasn't listening and neit

David Wight: I'm hearing impaired, | guess, bec o, | hear it, but
somebody hasn’t said that the butterfat content of thi

more in this market than the other milk you bring And if it's not, it
could actually be a liability because you have a p 't do
something with. And | haven’'t heard somebod at we got 3.8
percent or whatever the number is is a bett ucers say
that.

Paul Huppert: Well, you got a ge

David Wight: But you've got to be abl
to use it.

Rhonda Boyles: And I thi
that you have to explain it. That

Joe Van Treeck: Okay. Oka

u’'re going

Joe what the subsidy is
lanation.

Rhonda Boyles: And you have i ise it's a questionable
subsidy, right? It's com

Paul Huppert: e it from a third party. I'm
that’'s kind of con pver here what he would.

David Wig @ good one right there.
m, what they call premium fat

: We to say that - excuse me, Gail and
Ginge , how, boys, what I'm trying to say is that’'s
notse I dgment call on. And we can probably have it

no, it’s not.
Don Linte . Yeah.
Rhonda Boyles: Yep. I'll look forward to having it sent to Rachael to get

in this report. How's that?

Joe Van Treeck: Okay.

Paul Huppert: It's done.

Wes Eckert: Rhonda, the only thing | would caution is, is that's part of
the controversy that’s out there that I've heard. That producers say we make a
lot better milk. We ought to get more money than something else.

David Wight: That’'s not true.

Wes Eckert: But that's what they said.
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Rhonda Boyles: We know it's not, Wes.

Wes Eckert: And | just heard it again from our representative that he’s
heard it that way. So we’'ve heard the same conversation.

Rhonda Boyles: Joe, you're going to have to provide some backup that
disputes that fact. In the event you want to maintain that there’'s some subsidy
coming out of Mat Maid for the producers.

Rachael Petro: On the other hand, couldn’t you just — I'm sorry — say
it's local and that's why we like it better? There’s — Alaskans are unabashed
about saying everythlng from Alaska is better. And if we just caII the spade a

know, it's our people.
Ernie Hall: But that's not the issue. They
Rachael Petro: Well, | know. But | me i arate the two
so you can kind of.....
Rhonda Boyles: Ernie.
Ernie Hall: Personally, | think t dy other

— if that's true, then you or Don i to say that's a falsehood.
Don Lintelman: [I'll tell yo i hose coffee shops in

Fairbanks use that milk from Outs difference. That's the
reason why we’re in every coffee shof » <S. ry one of them little
coffee places you drive off in, atever, that's our milk in
there.

Ernie Hall: rniture bdsiness, | can’t afford mochas.

Don Lintelr hat milk in there. And that's Alaska

¥re not going — in my - the use of this

able to i as gone on for 20 years.
er: Or more - 35.
35. We have to make a statement. And I've heard it

Mat Maid. ConseqQ ly, Mat Maid is losing money and a little bit
compromised. Is that a good statement? Okay. What are we going to do about
that? Joe is going to give us that number because if Mat Maid doesn’t pay it,
the state needs to know. It's got to come from somewhere, right?

Paul Huppert: Wes, could you write that statement out?

Wes Eckert: I'm not sure what you want.

Paul Huppert: | think you want to answer the question that
(indiscernible).

Wes Eckert: About the butterfat. The butterfat has nothing to do with
quality. | mean, it's a different product. He has a reduced butterfat product,
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specifically because he can’'t use the fat, excess fat. That's the whole difference.
Quality is a whole different issue and you can have a debate here for the next
month and a half about quality issue and | can guaranty you that milk coming
into — either in bulk or into the stores is good as anything you’ll ever find.

Mac Carter: Milk is milk is milk, right?

Wes Eckert: Absolutely.

Rhonda Boyles: Okay. Ken, going to add to this before | go on?

Ken Sherwood: No.

Rhonda Boyles: Okay. We have some options here,
think we have to look at them. One is Joe’s going to ide
much to the producers. Then he’s — that's got to be saifl. And he has to justify
that; he has to argue that point. We also have to d he issue of
privatization because that’'s what was brought ou al meeting and
that’'s what went into ADN and people are goi tion. What if
we privatize the creamery?

We also have talked at length the |
bonding that we have to — can we size-d i er? And
we're going to need to study that. That's not gthat this group can
discuss, right? And we also just had a convers today about Joe, what's
going to happen if you have no loga d’'s mean. No. There may

elieve it or not |

Joe Van TPree inggeneral or for the purposes of the
report?

orporation needs to direct the

y, argue with me.

rposes of a report, this is what we want to
the pdrposes of the report, are we going to try to -

5 imploring this morning, are we — we’re going to try
embers now to have a similar discussion about Mat

Rhonda Boyles: You’'re the one that said we could privatize, Joe.

Joe Van Treeck: No, that's not what | said. | said if the state’s not
willing to continue to capitalize the industry, then they should privatize or
otherwise get out of the business because it can’'t continue to operate the way it
is without changes being made. That’'s what | said. So | was not - | wasn’t - |
didn’t have my pom-poms and my tassel on my shoes saying we should
privatize, ra-ra-ra. It was more of a warning call for the situation that we find
ourselves in.
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Candy Easley: So are you just suggesting, Rhonda, that this report
include a recommendation that the creamery board address these options? Is

Joe Van Treeck: Going forward.

Candy Easley: Yes. Not this group decide those things.

Gail Phillips: | think though we have to separate the issue of the
subsidy that Mat Maid gives to the producers from that whole discussion.
Because we cannot make a decision on the viability of Mat Maid as long as they
have to pay that subsidy to the producers. So that's a totally different issue to
me.

ment to that
ument that says if

Rhonda Boyles: Itis. And we have to have a s
subsidization. And we have to make a statement in

that's a fact, existing fact.
Gail Phillips: And if the state refu

creamery, then the creamery is at risk
Rhonda Boyles: Right.

Rhonda Boyles: Right. A reamery Corporation -
what I'm trying to do is to not sper
don’t really know
how the state’s going to react to all o at The Creamery

Corporation board is the appropriate &

at's not going to be us.
know, I've always felt that that creamery belongs to

corporation for the State of Alaska. That's where it belongs.

Rhonda Boyles: Thinking — am I —is this off base, Ken?

Ken Sherwood: No, | agree (indiscernible).

Ernie Hall: The one comment that | would make though is less - if we're
thinking out a number of years and the possibility comes to privatize Mat Maid,
because if you make this change and the subsidy’s going directly to the farmers
and not being passed through Mat Maid, that may eventually produce a
financial that would actually be something somebody could buy. But as long as
you're always passing that subsidy through the creamery to the farmers, you're
going to end up with something like the meat plant where it's not a realistic
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financial statement that you’re ever producing. And then you start doing the
caveats, we'll sell you the dairy, but you got to pay this much to the farmers.
And then you end up with a McKinley plant that nobody will bid on. So I think
it's imperative that if you're going to do a subsidy, it go directly to the
producers and then see if Mat Maid can stand on it's own two legs.

Wes Eckert: We made that mistake twice before on Mat Maid. Twice
they tried to sell it. And the issue came down to what are going to pay the
farmers.

Ernie Hall: Right.

Wes Eckert: And they were told what their milk
disappeared.

Ernie Hall: Immediately. Right. But | think
be clear on this that where the incentives go or th

rth, you know, it

e thing we need to

but I think that that statement needs t
with that statement being said?

Mark Neuman: | think that it's a clear s
statement isn’'t complete. Becausegyi
pass-through either to the produce
heard from the Department of Ag.
or where we’re going to get it, what i<

Rhonda Boyles: Ri

ent, but | think that the
to — there is, again, a
ut we still have not

e can get it, or how
to our state?

ght. We tal arlier today and kind of

hat has taken the Division of

S elp us solve the problem, Mark, so we can go on and
talk about Paulis | carrots. Okay? And the blueberries and everything
else that we do'goed. , you're having a meltdown.

C - No, I'm fine. | just wanted to make sure | got notes
before you erase them on the board.

Rhonda Boyles: Mac, I'm sorry.

Mac Carter: I'm sorry. | don’'t mean to acquiesce, but | agree with
Representative Neuman. And that was one thing that | had requested and that
was an idea — we just got a number. Well, that number’s not substantiated.
Because we really don’t have any concrete figures as to what the economic
impact is on the entire state as an industry. Because it feeds beyond
everything.

Rhonda Boyles: Carol.
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Carol Lewis: Well, you can do a few things. You have a number every
year that says these are the farm gate receipts. The ag stats says there’s your
(indiscernible). Every single segment of the agricultural industry has a very
different multiplier and those multipliers can run from anywhere from 1 to 11-
whatever. In the Lower 48 states you can take an average 1 to 3 (indiscernible)
is the multiplier. It means a dollar rolls over 2-1/2 times within a real
agricultural industry.

Now, do we have a real agricultural industry? I'm not sure that the mix
isn’'t coming closer and closer to what you've got in some of the Lower 48
regions. So | wouldn’t be uncomfortable using a 2.5 mu . And so take
that roughly 45,000,000 and multiply by 2-1/2.

Rhonda Boyles: You can do that when you

Carol Lewis: | won't put that number dow
multipliers, but | won’t associate myself with
calculated.

Rachael Petro: The number provi
(indiscernible).

Carol Lewis: | can put down - it's ind m*gate receipts are worth
this. And a general overview of what a typical a Itural multiplier is. But |
won'’t state a number, nor will | iply. e 49,000,000 come
from?

Rachael Petro: It came fro
where it came.....

Carol Lewis: What's that?

Rachael Petrg

ou something like that.
that's all you need is.....
all you need.

Mark Netiman: #dere’s the direct.....

Rhonda BO 5. Don’t worry, there’s not a politician that reads it, Carol,
that won't agree wjth you.

Carol Lewis: Yeah, but I've had many of my numbers remembered and
so | (indiscernible). And some of them did not remember that | have a problem
(indiscernible). At any rate, | think what we have here is a case where we're still
struggling in an infant industry. And nowhere - in fact, internationally nowhere
have | seen or anyplace seen private industry step into an infant industry and
support it by building its infrastructure. And until people understand that in
growing industry you have to have some type of supported infrastructure of
which the creameries and the slaughter plant happen to be a part, that
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industry isn’t going to grow.

People love the producers. You pull the infrastructure out, and you don't
have any producers. And you've got a perfect example in the grain terminal
that was supposed to be built in Seward. We have now closed (indiscernible).
The question of whether it would become viable to export a commodity at this
point in time from Alaska is out there. But the point is, you have no chance to
try it.

So when | say support the creamery and is there a reason to do it, if you
want to grow the industry, there’s no way other than to haye the state do it,
have the state support that infrastructure. And | don’t s ay that we could
sell support unless Joe can come up with a financial ement that speaks to
the corporate value. And the only way he can do th ave a financial

appraisals, we've talked about redoing finan talked about
all of that. But we — what do you want to i hat we're
trying to get at.

Mark Neuman: Is there any way we c laska to a
national average or other states? And I'll go ba a statement that | made
the first day | was here, and that way shape or form or
another has always been subsidizeé 0 ter what state
where you're in because of the eco “ C i iIdes to the
community. Can we — is there any wé pmpare Alaska, if we — if the
state invests one to 1-1/2 million doll® aid or another
$500,000.00 in subsi : compare that, that
economic value cg itls a total of $2,000,000.00. We've got
an economic valdeoh$ . i ultiplier approximately up to 2-

1/2 times for $90,00€
some of the ethe

to Washington State, Montana,

would allow the board of directors of the creamery
tion, possible privatization, size, re-evaluation and
directors must mirror the immediate goals in their
Board of Agriculture and Conservation must make a
statement of supp 0 keeping the dairy industry healthy and growing. The
State of Alaska als@ must make a statement of report and we can add there,
Mark, as other Lower 48 states exemplify, reference attachment, and you can
give me the information, right, Chad? Would that work?

Mark Neuman: Yes.

Rhonda Boyles: What's wrong with that paragraph? Beat it up. Gail.

Gail Phillips: On the last line, | think it's not strong enough. It should
say the State of Alaska must also make a commitment to support, not a
statement.

Mac Carter: Take out statement and put commitment.

logistics. The
expertise. And
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Rhonda Boyles: What else?

David Wight: On your evaluation line.....

Rhonda Boyles: Uh-huh (affirmative).

David Wight: ..... it — my preference is to say that we must evaluate the
current and alternate business models to include, among others — and then list
those. Because there are other things that you might do, which would be — how
do you upgrade the facility where it sits. You know, can you get some more
property around it, can you do some of the things that need to be done there.
And so it — a little broader statement on, as a board, we waant to look at all of
the opportunities around what we might do, which wou de moving it,
privatizing it, improving it where it sits, that kind of s

Mark Neuman: Selling the property that it's
smaller plant that will work within.....

David Wight: That would be.....

Rhonda Boyles: That's part of size r

David Wight: ..... relocate and size th be in

t now to build a

that category.

Rhonda Boyles: And you've got to ad a legistical stddy for
disbursement of product to maintain the 40 pe t market share

Wes Eckert: And a long-té ake that investment.

Rhonda Boyles: Oh, no,
here. (Indiscernible).

Wes Eckert: If you'll take a lit re done with this
particular subject, I'll p s on the board which you
, I'll quickly show them
ific Northwest.

Rhonda BOYles: dokey. It is 8:00 o’clock; 10 minutes to. And then
we’ll come back and Mt. McKi . Okay. Any of you want to add
anything tq < S the time to do it. Just go see Rachael.

the ne has &0 pay and what his competition is. Now I've
talked abot doing in the Lower 48 or in the Pacific Northwest, is
the area tha IRy It was like any other business. It was a dog eat dog

what's in the storefand that's just competition. I'll just give you an idea of
where these people are coming from. There are 10 federal marketing orders in
the United States that control the majority of all the milk in the United States.
And there’s a Pacific Northwest order and there are four classes of milk. Class
1 is packaged milk. PM is packaged milk and that’s what Joe primarily gets,
and that's what he buys and that's what the Fred Meyer’s and Safeway move in
here is class 1 milk.

Class 2 is byproducts, whipping cream, half and half, cottage cheese, ice
cream. Class 3 is cheese and whey. Class 4 is powder and butter. Each of these
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have their own pricing system under the federal order. And stated earlier, what
percent goes to which; 27 percent is class 1. It's just the Pacific Northwest
order. Six percent for class 2; 30 percent for cheese and whey; 37 percent for
powder and butter.

The blend of all four price differences is what the producer gets. And |
put the class 1 price in this column. And you can see it varies a lot. This is the
package milk price that Joe is primarily interested in. And this is 2001. So it
went from 16.17 down to 12.91 up to 13.27 up to 16 in 04, 16.88, '05, 16.30,
down to 13.79. This is class 1. '07, this is an estimate because the year isn’'t
over with. And this is a long-term estimate for next year . The blend of
all four of those numbers, is this what the producer

So in these - in '02 and '03 they got 11-some

their milk. That's a
and the this year
the average is just right at $12.00, what the pr, . 's a blend of all
four of those classes. And that's for 3.5 mil

Joe Van Treeck: That's what they

an entirely differently

climate. The average cost of all the .50. There’s no exact

number, but that's the average cos shington we have -
my own company has a fairly large ple > 000,000.00 building
the cheese plant there. i are desert areas that are
irrigated. The averag . weight for all the producers.

that. | would say that this number for

stockyards.
pany currently — did a little research here.
existence for probably 40 years. We charge the
milk 9-1/2 cents a hundred weight. We call it a
2ld service people that go out and work with the
producers. And
manufacturers the y the milk, we don’t — our company didn’t process all the
milk, although they processed a lot of it. But they also moved the milk. And
they had laboratory work. They’'d do a lot of testing and quality work on the
producers. All of that comes out of the producer’s paycheck. This is deducted
from whatever the producer gets, this is deducted. This is called a marketing
fee so the corporation isn’t burdened with the lab tests, the field service work
and all the other things to — so that’s a deduction.

Hauling costs for producers in the Pacific Northwest, this is the whole
region, ranges from 30 cents to 80 cents per hundred weight. They average is
40 cents. The producers pays the cost to move that milk from the farm to the
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nearest factory, wherever that's located. So this is a deduction.

They can gain money by a quality premium program. The maximum that
they — a producer can get is 12 cents. The average for all the producers in the
northwest is 6 cents. Joe’s paying $1.00.

On the other side of the ledger, they have a penalty program if your
quality is not good enough. It may be legal by USDA or FDA, but it may not
meet corporate standards. They can be penalized up to $1.00 a hundred weight
for poor quality milk. And that might be white blood cells, and that's primarily
what it's focused on. If your white blood cell count is a littlg high, up to — not
up to their standards, you get dinged $1.00 a hundred right off the top.

These are adjustments in the milk price. And wgfWere talking about what
is Joe actually going to pay in the marketplace dow, store, and this is
what the producers actually get. And we talked a sidies that he is
paying now. That he’s paying 2-1/2 for haulin ity and 43 cents
for every other day.

Joe Van Treeck: 32.

Wes Eckert: 34.

Joe Van Treeck: Yeah, 34.

Wes Eckert: Anyway, that’s just kind of te where his competition is

going from - going to.

David Wight: Can you go b i there? And what Joe is
doing with local milk, and you weregs i t how you price it, do
you price it all at class 17?

Wes Eckert: ’ . He buys the milk and
I'm.....

David Wig 0 do as far as his business, is figure
out how much g6e preducts. He doesn’t make butter
and he doesn’ ere. But you make — and you don’t
make cheeseg

ot controlled by the federal order, so.....

mean, just — really, if you were looking at really
giving the pro arket value of the product, he’d look at where he sells
at for this marketia pared to that broader thing.

commodities. For gxample, in 2006, class 1 - the average for the whole year is
13.79 on class 1. 11.71 for class 2; 11.78 for class 3; and 10.88 for class 4. So
milk that goes to powder and butter is work 10.88 in 2006 per hundred weight.

David Wight: So it's worth three bucks less than class 1.

Ken Sherwood: But Joe’s not buying from a producer down there.
You're buying through.....

David Wight: A corporation.

Ken Sherwood: ..... a corporation who'’s charging more money. So you're
paying more than that. So when you’re comparing what you’re going to pay for
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local milk, you got to figure in what you’re actually paying.....

Wes Eckert: But they’re going to charge him through the federal order
system what the milk is going to be used for.

Ken Sherwood: Oh, they will.

Wes Eckert: They have to settle up with the federal government based
on usage and primarily it's class 1.

Joe Van Treeck: And actually, we're not regulated in this market. But
we have such a poor voice in the world that basically this becomes - and with
all respect to my compatriot here, this becomes a dumping,ground because
what's important to see about this, is this. Is his job as was to reduce
this and increase that because of this. This number number is a blend of
the four. So the more he can move milk from 4 to 1 ter this was for his
patrons, people that were producing the milk.

Wes Eckert: The problem with that is, i j rporation. It's
all the dairies, it's a blend of all the dairies. i
means more class 1 sales, right, which w

Joe Van Treeck: Right.

the largest — your company has some of the lar owdered and butter
0 we made heavy

investments in here because there
whey. And we spent a lot of money ¢ i end up into the

Id do there, you've got a

David Wight: A
: category if you can do that.

2ned because there’'s some program changes
he last farm bill that caused more spiking. Because
a lot more predictable with waves instead of deep

is consuming more milk.....

Wes Eckerty’Class 1 price is set by the cheese price. (Indiscernible) the
cheese price is pretty much there’s a multiplier on class 1. And Joe’s right, it's
driven on cheese. So the cheese market, whatever it is, and the commodity
exchange in Chicago.....

Joe Van Treeck: So if you have a spike in cheese, which means cheese
manufacturers need to go buy milk — | have something.....

Rachael Petro: So I'm just saying that’s it, we won’'t buy any more
cheese.

Joe Van Treeck: Cheese manufacturers now have to go compete for milk
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because they can’'t buy the milk in their class. They're buying milk in this
class. And you have a multiplier effect because there’s a relationship between
this price and this price two months out.

David Wight: | think when you look at all that though, milk production
overall is up. But milk, fluid milk sales are flat. And where the milk production
is going is cheese is grown exponentially over the last 20 years.

Joe Van Treeck: Per capita consumption is down. It's on a slippery
slope down.

David Wight: Per capita. | know, per capita. But it
the number of people are growing. Yeah, okay.

Joe Van Treeck: So now let me tell you here n
We've talked about the second milk price. And why

ayed flat because

for full disclosure.
bring everything to

local transportation.
Rhonda Boyles: Is that the new Ti :
Joe Van Treeck: That's how it w I tured

That was the theory. It doesn’t
David Wight: You lost me.
Joe Van Treeck: Each of thes
David Wight: Yeah.
Joe Van Treeck: producer got. They didn’t

David Wig ) for a minute and say that I'm a small dairy,
local producer, &r

e sell out of these two classes.

, but, okay tell me what your ratios are. How much is
milk and how i class 2?

- Oh, it’'s probably 90 percent here.

* Okay. And then why wouldn’t that be the blended price
that you would pay?

Joe Van Treeck: Well, it could be. But then you got — what we took to
use could have been any set of numbers. We took the blend price because
that's the farmer’s receipts. We compared farmer’s receipts to farmer’s receipts.

David Wight: | understand that, Joe, but if I'm sitting here as a farmer
and you're telling me that you need to give me a market price, if your market
price is 90 percent class 1 and 10 percent class 2, why shouldn’t | get that
blended price rather than something else?
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Joe Van Treeck: | can't argue against that.

David Wight: All I'm doing is trying to view it from the other side.

Joe Van Treeck: Yeah, | can’t argue against that. It was arbitrary.

David Wight: Okay. And it's arbitrary — just to be ornery, it's arbitrary
on the low side for somebody else, for - it helps your bottom line, but it hurts
the dairy farmer’s bottom line.

Joe Van Treeck: It can. But it doesn’t mean — necessarily mean because

it.....

David Wight: Well, historically it does.

Joe Van Treeck: In these trends, it was also goi ack with the
trends.

David Wight: | know, but it's two bucks - it’ and a half to two
bucks less per hundred weight, right? Put that ch
Joe Van Treeck: Oh, yeah, it can be.
David Wight: | mean - yeah.

Rhonda Boyles: Okay, will someb in to what doing for

me?

David Wight: It just had to do with yo
buying it from the states, what is — and that's a
would that be.

sking what isfJoe, if he’'s
paid to farmers, what

Gail Phillips: Then it's my & i at,and from what you
pay today that you’re actually payi good price here in
Alaska.

Joe Van Treeck:

Gail Phillips:

Joe Van Trgé: pdel there is not probably another
place in the co ii.\kornot sure now if Hawaii’s floating

into all that variation. Yeah. And
ing about the federal program for the
— prices are depressed Outside. There’s

or not, but it's a stat
actually, in_thestimes

million pounds of milk. Actually, today, local

) us without having to pay the penalty, which is
he thing to be triggered to begin with Outside.

ore number, then I'll let you (indiscernible). The

Unidentifi€ peaker: Average. Every day.

Rhonda Boyles: 36,000 pounds?

Wes Eckert: The tankers, the milk tankers haul 72,000 pounds of milk.
So one producer - that's an average of all the producers in the Northwest.
That's their average production per day and that's half a tanker. 72,000
pounds is what a tanker holds. That was last year. Now, this year is going to be
more. | think closer to 40,000.

Unidentified Speaker: But that includes producers like Carnation and
large, super-large dairy farms that are milking three times a day and got 800
COWS.
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Wes Eckert: Well, yeah, | would say the average is going to be - | don’t
know. It's going to be in the Pacific Northwest around 700 cows maybe because
there are some that are over 20,000 cows. They figure — you've got to have at
least 500 to break even unless you have no debt.

(Tape change)

Rhonda Boyles: We have 800 dairy cows in the entire — so we have 800
cows and how much are they producing?

Joe Van Treeck: About 9,000,000 pounds | think this year will
probably (indiscernible).

Rhonda Boyles: Which is how much per day?

Unidentified Speaker: Well, between Don an
20,000 (indiscernible). And Don, you're getting 10,

Unidentified Speaker: At that price, every
pounds.

Joe Van Treeck: But the total milk
divide 8,000,000 - 9,000,000 by 365 day

David Wight: Less than 30,0007

Joe Van Treeck: Yeah, about 20 - pr
in state.

Mac Carter: So it's the ec@
haul in a bunch more cows and t
they can break even at 500 and have the i t? Am ...

Rhonda Boyles: It makes se AC. ere -- Wes, Joe, is
there a statement that v S, IS there a statement that
we make under the g i t relative to what you just
said that.....

Wes Eckeft: bout the subsidies and then we
were talking about

e said he’s picking up
out 35,000

day, if we

6,000 poUnds a day

aomy of scale. | n, if you're going to ship,

are dg this is what he’s facing in the marketplace.
Thigfe i . And so we were talking about what kind of
subsidi€ . the et/ net price of milk, you know. And the
producer d —you know, between the almost 10 cents for a

they can make @ ents on quality providing they don’'t have any
penalties, so — it’ nd, you know, whatever their price is less about 50
cents a hundred ght, you know. The producer has to pay in the Pacific
Northwest, they have to pay these fees.

Rhonda Boyles: Okay. So Wes and Don and Joe are going to take a look
at the quality statements so that we kind of get some objectivity. And Wes will
author that quality statement for this report. And then Joe, we still need to go
back to how much is Mat Maid paying in subsidy. However you calculate that,
be able to defend it. Do you want to address your Tier 2 — yeah, Gail.

Gail Phillips: | would just like to throw out for the fun of it since we're
still on — we haven’'t gone to the meat place yet. So it's obvious that Joe could
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make a lot more money buying all his milk from the Lower 48. And the issue of
local milk really doesn’t resonate that much with the consumer anymore since
they’re buying so much already from the product that’'s coming in from the
Lower 48. So there we are.

Chad Padgett: That's a good point except for when you try to foreclose
on somebody and then the emotion comes in.

Gail Phillips: But in just looking at the hard, cold facts, which a
business has to look at, it's cheaper to buy from the Lower 48. Consumer
loyalty is going to buy the cheaper price. That's all | wanted to say.

David Wight: And Joe, you get what percent of y ilk is Lower 487

Joe Van Treeck: Roughly this year it's going —4t's averaging about 60
percent to 40 percent; 60 percent import, 40 perce

David Wight: Okay. And you represent 40
multiply 40 times 40, 16 percent of the marke
| wanted, which is your point exactly.

Gail Phillips: Exactly. We could u
Nobody’s going to take that label away f

arket. So if |
ed. That's what

Rachael says she’s got the sectio
Rachael Petro: 1 just.....
Rhonda Boyles: Okay.
David Wight: Rhonda, can | &

conclusion in Iookmg at thi ing is th erfat content of milk

doesn’t result in a

Joe Van Treg@

it's — actually, it's lighter, isn’'t it?
: use me. There is a protein and a fat value
and the i i egular basis.

Wes Eckertz”And that price I've showed you on that following chart was
just for 3.5 milk and an average protein value.

David Wight: Okay. And so then what you do is behind that, you've got
to look at each individual dairy and look at product content and it tells you
how it should be priced.

Wes Eckert: A Jersey cow or Guernsey cow, that herd’s going to get
more for their milk.

David Wight: So it's plus or minus that based on.....
Wes Eckert: Yeah. Their volume is less but they're.....
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David Wight: That's why | asked the question. | was headed in the
wrong direction.

Joe Van Treeck: Well, there’s also another thing too. At 3.5 there’s a
value for butterfat and there’s a plus up and negative back.

Wes Eckert: Right. That's how the federal government grades it at 3.5.
All the numbers you'll see that footnote at 3.5 fat.

David Wight: Okay.

Joe Van Treeck: So when you do the comparison on local milk because
our current — our program here for 20 years, we took the butterfat and sent
them away when we stopped making ice cream because idn’t have a
market to deal with surplus fat. So we are buying mil federal definitional
standard, 3.2%. 3.25 is the definition. Up to 3.2%. at, we're not paying

Wes Eckert: In the bottle, all milk is st
homogenized milk is standardized to 3.25 p
David Wight: Okay. It's like 3.2 to
Rhonda Boyles: So | will look for
corporate board of director's meeting when to go back
through some of this, huh, Joe?
Joe Van Treeck: No pride

Otherwise, we're going to have to ca i I’'m not going to co-
X . McKinley. We've

most of the proe gQo€s to them.
Rachael Pe Well, that will only work if they accept it.
Paul Huppert: Well, would they accept it if the governor ordered it?
Rachael Petro: Probably.
Paul Huppert: | think our recommendation should be that the governor
did order it.

Rhonda Boyles: So you want to give it back - the first one, Paul, you
want to give it back to the Department of Corrections?

Paul Huppert: That is correct.

Rhonda Boyles: And let the (indiscernible) worry about the losses and
managing it.
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Paul Huppert: Well, we get so many discussions on this thing that |
strongly question their financial report anyway to begin with. But the other
thing is, they're operating a 2.5 million dollar farm out at Point MacKenzie that
came out of the ARLF and the dairy — | mean, and the agriculture. And they
seem to have to have a Kill floor out there and a few other things. | think then
they should just operate that Mt. McKinley Meat. It would be a great asset for
the dairy industry and the red meat industry and they are the best market for
that meat. In fact, | think that's the way it should go.

Rhonda Boyles: Okay.

Mark Neuman: Going back to statement number
that they buy a large amount of meat from local meat

Gail Phillips: Brokers.

o didn’t we hear

Mark Neuman: ..... brokers?

Mac Carter: Mt. McKinley does, yeah.

Gail Phillips: And they’re buying it t epartment of
Correction — or the Mt. McKinley Meat pri ing i
from local producer - brokers who som I I cKinley
Meats.

Rhonda Boyles: It's three-quarters of th evenue is produced just by
pass-through.
Gail Phillips: Yeah.

out-u partment of Corrections goes out for a
quote it or whatever, but Mt. McKinley is there in
the

That

wrong?

s what | got too. So.....
Rhonda E 4 Candy?
Candy Eas 0, it's correct. Except the meat plant doesn’t have to bid

Rhonda Boyles: Right. Right. They just go - kind of cut their deals or
whatever, buy it from all the local people, pass it through and give it to the
Department of Corrections. And 25 percent of the revenue generated in Mt.
McKinley comes from what?

Gail Phillips: Cull cows.

Mac Carter: Cull cows.

Rhonda Boyles: Cull cows. Of how much for - it's kind of going down,
but it's necessary to have a place to take the cull cows because there’s no
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market to sell them.

Mac Carter: And Mt. McKinley marks up what they get from those local,
three local suppliers too. They mark it up and then sell it to Division of
Corrections.

Mark Neuman: Which obviously DOC gets a better price from them than
they would buying it from a broker for one reason or another. Because of that
labor cost or | don’t know what it is. Is the DOC (indiscernible) department to
take over Mt. McKinley Meat & Sausage?

Mac Carter: They own it in the first place. They ha:

Mark Neuman: Pardon?

Mac Carter: It was under them in the first pla

Candy Easley: Well, they didn't own it. They

it in the first place.

Candy Easley: Correct.

Rhonda Boyles: They said well we
in the Division of Ag. So the Division of
the ARLF fund is the quarter of a million dol
however much it is.

Rachael Petro: Can | ask

Candy Easley: Yes.

Rachael Petro: When corre

Candy Easley: They di . t, it was totally under
correction’s budget. J ivi , threatened to close it
unless we kicked j d it kept going up. And that's when
i pting of this and we could never

Iture community behind it. | still feel that

, I'd like to see a profit and loss statement
‘ want to do it.

d never get it.

e got two issues. We've got Mt. McKinley and we’ve
). We've got to keep them separate even though we
f, yaI know, incestual. But we got to keep them separate.

Paul Huppeé ell, I'd like to, someplace in our statement, say that
these things canngt continue to operate out of the revolving loan fund.

Gail Phillips: That's right.

Paul Huppert: | mean, that fund has got to be there for agriculture, for
all the other agriculture (indiscernible). Consequently, Mt. McKinley Meat has
got to go someplace else. And I'll tell you the dairy industry and the red meat
industry needs it. They need Mt. McKinley Meat and they need that market at
corrections. Because those cull cows are hamburger cows.

Rhonda Boyles: Do they need to manage — to manage Mt. McKinley, do
you need to open it up five days a week, two days a week? Is there a

know it's all ki
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recommendation we can make relative to the operations? Or do we say,
Department of Corrections, here you are, we would recommend that you
evaluate the operations closely?

Mark Neuman: There’s not enough business to run it that many days a
week. There’s just not enough business to do it that many days, so.....

Rhonda Boyles: Five days. Right.

Mark Neuman: ..... | think that's why they have a Kill floor two days a
week and processing two days a week.

Mac Carter: Yeah, it's just four days now.

Candy Easley: Four days full-time.

Mac Carter: Full-time.

Rachael Petro: Yeah, 10 hour days.

Rhonda Boyles: Like Wes said when we st
lot of oil money and we all were paying taxes,
we, Wes?

Wes Eckert: No.

Rhonda Boyles: So if this Mt. M
this was out of your checking account, what

Gail Phillips: Burn it.

Unidentified Speaker: C

Rhonda Boyles: We've got & . Let's heamsome.....

if we didn’'t have a
re today, would

Mark Neuman:
looked at, the mana

g there really needs to be
going on over there. | think
people manage it for 20 years and
we've had problefr
Wes Eckert:
animals a d

us is that it's designed for 50
. I mean, thatis a no—wm deal.

he question I've always had is if that went away and
the dairy far indi d that they were concerned if it went away, they
their cull cows and that sort of thing. It would affect
the dairy industr gst — you know, | guess am wondering if free enterprise
would probably stgp in somehow and take care of those cows. So | ask the
question, you know, what about these guys? | spent the night with my sister
last night in Palmer. | asked her about where she gets her meat. She says well
between Palmer and Wasilla there’s this real nice meat place. | get all my meat
over there and so do all my kids. She has five kids. They're all grown with their
own families, but she thinks these people walk on water.

Gail Phillips: Well, you guys, before this entity was developed and paid
for by the state, there were private meat processors in this state. They were
little old guys and they were all over. Most of them are gone now because we
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have this thing. So of course.

Paul Huppert: You know, there was a big change took place. We had the
wholesome meat act and that is the only USDA inspected plant. And that is
critical. And you - that plant — where you're looking there, they cannot deliver
to the corrections. They can't sell to corrections. If Mt. McKinley wasn’t even
there, they still wouldn’t have that market.

And the only way you can take these animals through to any market has
got to be in a USDA plant. And | don’t disagree with that. | think that before we
had - I'll tell you something, before we had the USDA inspgcted plant, we had
some horrible hamburger that went out into public. | sa low that was
selling hamburger to restaurants that was using day calves and had more
blow flies around his damn grinder then you could gine. And it was in

in Fairbanks.
Rachael Petro: In Southcentral.
Paul Huppert: Well, I'm talking about .
Mac Carter: Okay. The only one in Sout tral. | mean, but north of
[ indiscernible).
2 meat plant. | hate to
split hairs here. But there’s the kill i i
And | - you know, both - I'm not su [ ifigation. But what | heard
Frank say was that the —it's the kill f ed and somehow that's

, It amounts to a market for between
289 cows at nominally 600 bucks, so it's

her because already we know that the dairy industry
over the margin. You can’t take another

Now where oes, it doesn’t seem to me to be an agricultural thing. It's
certainly got a lot ghat's going on. It seems to be geared up for corrections. But
again, | think the state needs to look at it and say what do we want to do. But
we, from the dairy industry side, say we need this $200,000.00 worth of
support, whatever it is. And | don't know what the 200,000 input in terms of
going over to the dairies for purchase results — how much of that is the - of the
loss is at. | don’t think it's anywhere near all of that.

Gail Phillips: It's one - it says 167,000 of the 200,000.

David Wight: Is?

Gail Phillips: 167,000 went to producers in 2005.
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David Wight: Okay.
Gail Phillips: So of the $200,000.00 loss.
David Wight: But that's not where the whole thing lost money. And you

can’t say.....
Gail Phillips: Right, right.
David Wight: ..... most of it was just related to picking up cull cows.

Gail Phillips: No.

Paul Huppert: It's not — you know, that’s correct. You know, the main
thing is this just isn’t the dairy industry. And you can’t pug that loss totally
towards that. That meat plant does a lot of custom Kkilli also takes in
other animals, including reindeer and bison. It is the plant that all of the
4-H animals and FFA animals go through. And wit t, they couldn’t even
impact. And if
the plant.

Joe Van Treeck: So then that really ets We've

they can’t shrink. So not only do we wa

for the dairymen, but we need to talk about need to
help build a meat market for — and the red mea
(indiscernible). To increase the vO irymen have the benefit of

the meat plant, but the red meat i
Mark Neuman: And that's -
McKinley Meat & Sausage is, you kn > a chain dangling out
i : ant south of Anchorage.
Now you’'re not goinggte®c . 0’'s going to invest in any
underutilized is the reason why
it's fighting against itself in that

make the statement that we're going to keep it
uture, the state’s commitment to this dairy industry,
to the industryi ing the meat industry is to cover the deficits of

that covers them or ARLF, it's to be covered and the
state’s general fu ceds to cover that deficit as opposed to ARLF, right?

Mac Cartery'Yes.

Rhonda Boyles: And then we, in this group, do you have any profound
statements to make as other than the Department of Corrections running it, we
know they're not going to do much better than what Division of Agriculture has
been able to do because we have to go back in and evaluate the management
problem and look at being more efficient.

Paul Huppert: Well, hopefully we can convince our legislator when he
looks at that Department of Corrections’ budget, that 2.5 million that they put
in that farm out there, which 1 still get kind of aggravate — because that was
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one of the very key better dairy farms in the Valley that was put in out there.
And that was handed to corrections.

Rhonda Boyles: Well, maybe long-term goal.....

Paul Huppert: | think that they should have an obligation to attempt to
help agriculture. And that's one area they can do it in.

Rhonda Boyles: So longer term goal would be to sell this facility and
land and build a smaller and more efficient facility closer to Pt. McKenzie? No?

Paul Huppert: | don’'t know if that would be the answer or not.

Mark Neuman: Because you can’t build a whole other processing plant
for a $200,000.00 a year investment. You're not going t an, it’'s going to
cost millions to build a new plant.

Paul Huppert: You’'d be better off to keep it.

Rhonda Boyles: And keep it there in the c er. Candy?

Candy Easley: | have several comment is that all
come from the Division of Ag staff. We sort g s that we've
been hearing here so | got elected to tell y including

the director by the way, that we all agre
there. If it's your stand that we need a meat uilding issot built

the City of Palmer. So if you wan s this one’s not going to
work for you for what you need it

in competition wi e other wholesalers. There’s three wholesalers.

So all the staff agreed having a USDA inspection slaughter facility is
important. And it's important to have a place for these dairy people to take
their cull dairy cows. But we should not be doing it with the facility that's
competing with the private sector on both wholesale and retail sales. Now that
we all agreed on, then we started differing how we should accomplish that.

We all felt that corrections was — since they were the ones purchasing the
bulk of the meat, that's where it should be. There was discussion of
recommending that it be built with this new facility that’'s going to be built out
in the Valley. However, we thought that could be, you know, a lot of years down
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the road and we needed help now.

And so we thought the idea of building a USDA spec kill floor on the
correctional Pt. MacKenzie farm was really the proper place to do it. And that
corrections should easily be able to defend including that in their budget. Ray
and | estimate the cost to build just that at a million to $2,000,000.00.

Now considering what the ARLF is losing is every year on that, that
doesn’t seem all that much money. Just a Kill floor. Just a kill floor. And there
are some side details to that. There would have to be cooperative agreements
with the Department of Corrections on buying just hambugger from the cull
cows and things like that. But we don’t need to compete he wholesalers
and the retailers.

The other thing we said is if we did somethin
needed to immediately make some changes to whatwe h
if we could line up something like this, that's

at, that we also
ow. Because even

either. And that what we suggested was modi#yi g now so it
stops the competition with the private se we do
have more efficiently. And we could mo nce,
only provide the kill floor services. And there do it. But
again, a cooperative agreement with correction

So staff, of course, is looki ys to more immediately
address things. But we all felt that es. But that to just

continue it was - the way it is — to just to continue it the
way it is was not a good option.

Carol Lewis: Candy, i
operate a kill floor,
about portable (ing

building. And the ARLF, by the way, financed a
Umnak Island and they, of course, slaughter in the

ears ago, but that facility is a USDA spec built, million
dollars. Probably ore than that now. But it's.....

Carol Lewisy” A very, very efficient and extremely (indiscernible).

Candy Easley: It's a very nice, small plant, very nice, small plant. So |
think there’s reasonable alternatives if the state wants to keep maintaining a
USDA spec kill floor. But we need to make changes (indiscernible) throw more
money at the one we have, if we're making a long-term commitment, it's not a
good idea.

Certainly, the ARLF would like to sell that property and replenish some
of the funds from the sale of that. We estimate minimum a year to build
something like that. It's not the building of it, it's the USDA specs. A minimum
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of a year. So what we said is well, government being what it is, we better figure
two years. So that's why were saying we should not just continue it the way it
is now. If we're going to work out a plan to build a new one, we should come up
with a modification of what we’re doing now that would then defend, hopefully,
getting funding to cover any losses until the new facility got built.

Carol Lewis: But again, where would you process (indiscernible).

Candy Easley: Well, | mean, those details have to be worked out. My
personal opinion is if someone wants to bring in their cows to be slaughtered
there, there’s a fee and we can hang it and they come and get it and take it to
the meat processor who will package it all pretty in sau .

Paul Huppert: Are you sure it wouldn’t take t FA and 4-H
(indiscernible) at the farm.

Rhonda Boyles: Other than burning it, Ga

Gail Phillips: One other thing that nob I
the education system here is provided to th
dang well be paying for that education.

Rhonda Boyles: That's what | w

Gail Phillips: And you - oh, did you?

S producers.

Rhonda Boyl€ > ecognize that. Mac, what would you
do with it? Make lation here!
Mac Carter: aendation Id be to give it back to the

commission and deperty commission of corrections is that the — they could not
even put a numbepon what they were losing. So there was money disappearing
that they didn’t even know about, like upwards of 500, $600,000.00 is what
the number that | heard. So | don’t know — they’re not - just like Division of Ag,
we are not pleased to run businesses.

Mac Carter: No.

Rachael Petro: Nor is corrections even — you know, even, okay, Pt.
McKenzie, whatever. So | mean, that's an uphill battle especially when they're
trying to build this new prison. But | mean, it wasn't just a pull from ag. It was
also a push out of corrections. And they have stated numerous times that the
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educational value, regardless of what Frank Huffman and we all think about
the value of training those inmates, they're okay with getting rid of that
program, corrections is.

Rhonda Boyles: Anybody here just say close it? Sell it, building and
land.

Wes Eckert: Well, | think we need to wait until Chad does his
foreclosure at least.

Rhonda Boyles: Thank you, Wes.

Ginger: And one other thing, | thought it was maybg the second day
when we were talking about McKinley Meats, there was
have all the dairy farmers to do a co-op. Was that wit cKinley Meat or was
that not?

Mac Carter: Not with McKinley, no.

Candy Easley: We have tried that too.

Ginger: Oh, okay.

Candy Easley: Yeah, we hawe trie
don’t remember, Chad, a long time ago available
for co-ops.

Chad Padgett: There still is.

Candy Easley: But - and
literally give this to you if you will i ble plan to run it
and they never gave us one.

Chad Padgett: Candy just to
There’s still money available for co-op
which the State of A a non-pra
! ) availabil

e marketing associations,
cluded in. So what she just
to downsize this stuff using federal

; )nd part would be like we were going to do on the
creamery, the sis as to whether or not there is something else that
can be done eit i his one or a smaller one or something that will do
away with the los

And comingut of that process and then our process, I'm going to
assume for a minute that we have a dairy business that’s ongoing so we need a
place for our cows to go. And then you either have to have this facility or if
you’ve done away with it, then there’s going to have to be some subsidy that
comes back to the dairy industry around the value of the cows to keep them in
business. And | don’t know those answers, but it seems to me that's kind of
how it falls out. You know, they sold $176,000.00, is that what it was, Gail?

Gail Phillips: 167.

David Wight: $167,000.00 worth of cattle to them. And if it's not there,
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what would they get for them and what's the difference in how you make it up
because that's where we’re at.

Rhonda Boyles: You need to elaborate on that just a bit, Rachael. Ken,
you’re so quiet.

Ken Sherwood: Well, | mean, | think it's a tough situation, but I'd let
DOC run it another year and then just see what happens with all these things.
All the money should be (indiscernible).

Wes Eckert: You're not going to get DOC to take it. You may wish that,
but | don’t think that we're going to get them to take it.

Rhonda Boyles: But we may be able to get them
of not having to take it.

Wes Eckert: Somebody’s got to pay for the |

Candy Easley: How much?

Wes Eckert: Somebody’s got to pay for

Rhonda Boyles: That's right.

Wes Eckert: Quit taking it out of t

Rhonda Boyles: Contribute to t

for the privilege

Unidentified Speaker: The easy way price to
cover your losses.

Rhonda Boyles: Yeah. Thei

Mark Neuman: (Indiscernild ion,and half dollars
worth of product moving through the 0.00 this last year
is only 10 percent. | mean, it's not thg ;

Rhonda Boyles: from reviewing the

been holding our ha alse. We better do something tangible
here before < . lance, let’'s hear it. You make money
with the

apt to go back and test the $187,000.00
nury pe more than just the dairy. That must be the
big ani Nat's eititer 80 cows at 2,000 or a bunch at $2,000.00
apiece. | of cows.

hey said 280.

Unidentified”Speaker: So it's about $600.00 a cow.

Rachael Petro: And I think it broke it down to cull cows as well.

Candy Easley: Yeah, 272 cull cows.

Rhonda Boyles: We went through all that. Ray has that somewhere. We
can pluck that in there. We'll get a statement from Ray on that. Ernie?

Ernie Hall: | don’t have anything to say about that. I've heard that line
(indiscernible) and I've been waiting all day to use it. I'm in consensus with the
rest of them. You know, it needs to be carried along for a while, but I think if
you give it back to the Department of Corrections, what's the guaranty they're
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going to run it? Give it back to them, they may shut it down and walk away
from it.

Rhonda Boyles: So we can pull this together, Rachael. | mean, it's
nothing new here that we - | was hoping somebody had a brilliant idea.

Gail Phillips: | did. You rejected it.

Mac Carter: Yeah, burn it down.

Rachael Petro: Oh, no, that’'s not new.

Rhonda Boyles: | think it might have been a little more exciting.

Mark Neuman: If the state can even invest in a new,plant at Pt.
MacKenzie, to carry that plant for a year that’s going to ,000,000.00 to
build and the value of the property is worth $2,000,0 0. I mean, it’s just a
matter of carrying that for a year, selling the prope for it. Something
it's just a matter of

ords or..."
the“state, are to buy - you
be the

Rachael Petro: | have a question. If
know, purchase a new meat plant, why a
state to run it rather than private indu
a new meat plant. Just a question.

Mark Neuman: Because we heard from eople that are running it
right now, Frank, saying that private i erate it because of the —
there’s certain — that farm act or

big thing with this
institutions. That's an

ave, part company here, on a serious note, |
)u, | really do. I really do. I've been cranky today
because I'm tr you to make decisions and we just want to pontificate,
but I really appre@ the job you've done. And | appreciate all the
participation.

I'd like to say that we can make statements in this report about the ARLF
fund, we talked about that. We need to make a statement that says the ARLF
fund and - that we should not be looking to the fund to cover subsidies and
deficits. The fund was established for low interest loans. That's what it needs to
be used for.

Paul Huppert: Deficits or.....

Candy Easley: Nor to augment any state agency budget.

Paul Huppert: Or operate the Division of Ag, that's correct.

Dairy Industry — Ad Hoc Committee October 31, 2006
Meeting Minutes Page 96 of 103



Ken Sherwood: That's probably, Rhonda, super important to say that
you want the Division of Ag funded out of the general fund. We got to say that
and you got to say the plant materials center is funded out of the Division of Ag
and ARLF is left to make loans.

Rhonda Boyles: Ken said it. Go back over it again because she was
chatting.

Ken Sherwood: The Division of Ag.....

Rachael Petro: | was talking. The Division of Ag.....

Ken Sherwood: ..... should be funded from the gene
should be funded enough to fully fund the plant materi
should be left alone to make the revolving loans. Nothi
ARLF other than to make loans. Does that sound a

| fund and they
ter and ARLF

should come out of

Candy? Does it

Rachael Petro: It is very critical. | thi otNd put it om"each one.
Paul Huppert: I'll tell you —and I think will back me up here. But
use farmers — | don’t

2ds to reflect the goals of the Creamery
e future direction, something of that type, so
a little bit, Joe, to take a look at what we have to do

know that I'm takixg away from it what it is you're trying to say.

Rhonda Boyles: We have a BAC board that runs the Creamery
Corporation. Two separate issues. We don’t do either very well in my opinion
Excuse me, Mac and David. But we are — we wear too many hats. We need
more people like David Wight on the Creamery Corporation board so that you
can move that creamery forward to either privatizing, looking at smaller,
relocated and logistical studies, looking at the Tier 2 pricing. You have to have
people who can stay awake in the meetings. Joe, how much simpler can | —
please don't write that. But I'm frustrated by that whole thing. And we spent
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four or five days talking about problems and the problems should and probably
could have been addressed at your corporate board level and at the BAC level.
So | need a statement that empowers that Creamery Corporation board.

Joe Van Treeck: So the statement really is that statement back to the
BAC that they’'re appointees to the creamery board need to.....

Rhonda Boyles: Need to reflect.....

Joe Van Treeck: ..... come from different school of expertise.

Rhonda Boyles: Right.

Joe Van Treeck: And should not mimic the BAC b

Rhonda Boyles: Right. Because we have a differe
with the creamery.

Mark Neuman: Which goes right back to th
Creamery Corp, the fourth line, review compositio

Rhonda Boyles: Right. So are we all co - u support

rd membership.
of objectives now

tatement of the

that?
Unidentified Speakers: Uh-huh (
Rhonda Boyles: Yes?
Joe Van Treeck: Yes.
Rhonda Boyles: Ken.
Ken Sherwood: Well | ha

a question on rocess. You emailed all of
us this recommendations report. if we — what stuff — there’s
things in there, or language in theré : appropriate or that
— | mean, how do you get the commi IS thrown out or we
want this added in?
Rachel Petro;
your comments, |
change itand | s

/ every day. You send me
2ave it in Word tracking or | can just

if it's, you know - | e I'm goipg to get everybody’s comments and
I'll just wor i S a process, but, you know, that's
how we d

ou,want to come back together for half a day
or se@ e report. And | might slash my wrists, Ken,
at that p

Rhonda Ba 5. Yeah, in Word tracking. Okay. And I'm also - think we
need to make - thg"Division of Agriculture and the commission needs to
address the priorities of the entire industry immediately. Which means we
need to move on, let this - internalize this report, support this report and move
on to look at the whole industry.

Joe Van Treeck: Agriculture industry in general.

Rhonda Boyles: Uh-huh (affirmative). Yes.

Mac Carter: | think it needs to be looked at as both a historical as well
as an economical issue.

Rhonda Boyles: Okay. And Chad’s going to get me some information on
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CRP to add, plus the comparison on — what else did we talk about, Chad? |
know you were making notes in your little Blackberry.

Chad Padgett: I've got the CRP information. And you just want numbers
on that, correct?

Rhonda Boyles: Uh-huh (affirmative).

Chad Padgett: | don't (indiscernible).

Rhonda Boyles: | need a paragraph that says we're not going to go — |
need a paragraph like we talked this morning that explains the situation, a
short statement.

Chad Padgett: Yeah, that shows the acreages an

Rhonda Boyles: Yes.

Chad Padgett: ..... and the dollars. Yeah.

Rhonda Boyles: Yeah. And we’re not goin

Rhonda Boyles: Right. Sa i . rol’s going to write me
i the state. And | know
e economic impact.
d to have that too. We

you won'’t give me a dollar figure, bC
And if you have any multipliers for st
need to make a statemeg

put I'll add it right there with the - in the
5 a placeholder.
cah. Thank you. Because can have happy cows the

Carol Lewis: There was a marketing support piece (indiscernible).

Rhonda Boyles: Yes. | need.....

Mark Neuman: Should we include some type of statement in that? | just
was talking to Tony Nakazawa about it and seeing the discussion, what is it
going to take for Alaska to get back to the position - if all ag went away, if all
this went away and shut down and it kind of brought back to the ag, you know
49 cents for a dozen eggs and now they’re over a $1.00 a dozen. It — but again,
everything that the state has invested in ag, what is it going to get — what is it
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going to cost to get back to this point again if all this does go away? If the
creamery closes down, if Mt. McKinley Meat closes down and we lose ag in this
state as we know it and we import everything back into this state, what is it
going to cost to try and get back to that compared to what we got? | think the
value that we have is extraordinary. And | think we need to — we have an
obligation to try and maintain the investment that the State of Alaska has in
this because to try and get back to where we're at is going to be a tremendous
amount of money to where we’re at today.

Paul Huppert: | think it would be a tremendous co
the same people pay it.

Mark Neuman: Much more than $200,000.00

. And you know,

ear for Mt. McKinley

Meat.....
Paul Huppert: That's by far.....
Mark Neuman: ..... or 25,000 or a millig
Rhonda Boyles: Mark, | appreciate y And you're

the message to Lyda. Because it's you t
water a little bit. We'll help. That's what this
Mark Neuman: I've got no problem.
Rhonda Boyles: You’'ll hed
Mac Carter: And I think al
remain in place and be supported. 1 akes that decision,
it's the legislature and the governor @ if they don’t step up to the
plate and do it, we can'tit. It's just - 0ing to go away.

ontinuing growing ag in the state.

Rhonda Ba - You know, I think it's very, very critical that we all are
aware of how the BAC, the appointments are made. They're governor’s
appointments and we can easily take a look at that and see if that structure is
meeting the needs of today’s agricultural industry. You also need to be aware
that the Division of Ag director is a political appointment. And we may want to
make a statement publicly or privately on some level on the skills of that
individual. | don’t know. Let’'s wrap up. Comments? Ernie.

Ernie Hall: You did a great job, seriously. You did a great job.

Rhonda Boyles: You boys are good. Thank you. Joe?

Joe Van Treeck: Well, | just thank the people for, you know,
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volunteering to be here to look at this because it is a — you know, it's a
vulnerable - it's vulnerable and if it has value to the state, this is the time.

Rhonda Boyles: Wes.

Wes Eckert: Interesting. | enjoyed it.

Rhonda Boyles: Was it enjoyable for you?

Wes Eckert: Yeah, it was fun.

Rhonda Boyles: | don't know that we’ll all be back here next year. We'll
call you up. Ken.

Ken Sherwood: It was interesting. It's kind of an e

Rhonda Boyles: Paul. Thank you.

Paul Huppert: Well, | appreciate all these peo
agriculture being in agriculture myself and knowin
That's what counts. So | appreciate it.

Rhonda Boyles: David.

David Wight: Echo what they said. It
really needs some action. It's just desper
to go its own course and it doesn’t sou

Don Lintelman: | too want to thank y preciate
being on the board.

Rhonda Boyles: Don, | pe n say this from all of us,
you’ve made it work. You're the s rybody should be just
trailing through your operation to v e it work rather than
whining.

Don Lintelman: ood example or a bad one
to these farmers, so

-opener.

hat take a look at
d this support.

eryinteresting, cational. It

e it's going

March and ilpdnd getting my hands in it and seeing

it grow igte . It's a renewable resource. And so that
IS cause | love agriculture, and I think it's got

eeds to remain that value. Thank you for

Matanuska Thun@

Rhonda Boyles: What's that?

Gail Phillips: Marijuana crop. But | think that we don’t have enough
industry or businesses in Alaska that we can afford to let any of them be
diminished by - in this case, it's just good management | think that can bring
it back and save it. And | really got — enjoyed getting to know the different folks
in here that | haven’'t had a chance to know before.

Rhonda Boyles: We worked hard on the group. | appreciate every one
of you. Ginger, thank you for participating. What's your thoughts?

Ginger: Sure. Well, Lyda’s fine. She’s out of the hospital and home so
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she’s doing very well. And | think — I've been on all kinds of different kinds of
committees too through my time with the legislature and with this state. And
it's really refreshing to have such honesty and just open comments. And I'm
hoping that report really does hit home and that somebody really does act on
it. Because | know government can sometimes be a real kind of stumbling
block. But | really appreciate everyone’s honesty and there’'s some emotion that
was shared too, so that’s good.

Rhonda Boyles: And Chad, we pick on you, but we love you. Thank
you. Thank you. Do you think this is going to work a little Bi

ing my job, it's the
first time I've ever actually seen everybody try to nd hash it out
honestly. So | do appreciate that. And | think i helped
everybody understand a little bit more wher i . It certainly

Rhonda Boyles: Thank you. Cardl, .
Carol Lewis: Excellent job. It's one of in the long

the ag industry would benefit ve
maybe this same group. Because

Rhonda Boyles: | don’t kno
to pay them for the next one around. e the money out
ARLF. We'll pay them the next time.

roup such as this, or
iscernible).

Rhonda Boyl€ you so much and we’ll get the report out to you

electronically.
(Off record)
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